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HESE days, that could be nearly 
any average investor. He doesn’t 
know quite what to do—so all too 


often he just doesn’t do anything. 
And that’s bad. 


Because, if you gather the avail- 
able facts about almost any industry, 
company, or stock and study them 
carefully, you'll find they usually 
point pretty clearly to one side of 
the fence or the other—to some de- 


cision you should make. 


If you’d like to measure the stocks 
you own against such a standard 
we'll be glad to supply the facts. 

Just write us a letter—give us all 
the facts about your financial situa- 
tion, your security holdings, your 
investment objectives— and we'll 
tell you what looks like the best 
course to follew. There’s no charge 
or obligation, whether you're a cus- 


tomer or not. 
Simply address your letter to— 


WALTER A. SCHOLL 


Department SF-64 


MERRILL LYNCH, 
PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 105 Cities 


“Invest — for the better things in life” 
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Foreign Affairs,/ «> Politics ~ . 


The 


RUSSIA SAYS “NYET” .. . The Soviets, in effect, have 
rejected the long-standing invitation to a four-power 
conference and have thus exposed to the world the 
fact that it is they and not the Western powers who 
are obstructing any program that might offer a 
base for negotiation. The President, who has been 
criticized by the British for his adamant stand that 
before negotiations Russia must prove her sincerity, 
is clearly vindicated. Unless the Russians have a real 
change of heart—and the prospect for this seems 
less favorable after the cold rejection of the Western 
offer—we have no alternative but to proceed with 
our defense plans without the slightest diminuition 
of effort. 


LOOKING FOR A SCAPEGOAT... The Wisconsin 
Congressional election, held several weeks ago, high- 
lighted the growing unpopularity of Secretary Ben- 
son in the farm regions. When this was followed by 
the convergence of protesting Western cattle-raisers 
on Washington, it was not difficult to reason that 
the Secretary was becoming a political liability to 
the President. 
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Trend of Events 


velopment as neither. the President or his Secretary 
is responsible for the present situation. The decline 
in farm prices, which is at the bottom of the present 
agitation for the removal of Secretary Benson, actu- 
ally started about two years ago. This was the 
direct result of an over-supply in many staples due 
to insistence by the Truman Administration that 
production on the farms be increased without limit 
to provide for defense needs. The outcome, taking 
shape in a series of slumps in the prices of important 
agricultural products, was inevitable. Notwithstand- 
ing that the damage had already been done in the 
preceding Administration, the present Secretary of 
Agriculture is being blamed. 

It is obvious that he is being made the scapegoat 
for a situation which has not been truly in his con- 
trol. Mr. Benson is simply trying to execute laws 
governing agriculture—a function entrusted to his 
Department. He did not make these laws: Congress 
made them. If, therefore, the farmers need relief, 
and there appears little question that they do, the 
proper place to go is before Congress. Criticizing 
the Secretary can do very little constructive good. 
Whether he goes or stays, the 





It may be that the loyal 
President intends to cling to 


problems will remain the same 








his Secretary of Agriculture, 
despite the present furore for 
the latter’s removal. Never- 
the less, he may at last be 
forced to yield through politi- 
cal pressure, unless there 
should be an immediate and 
unexpected improvement in 
the farm situation. 

This is an unfortunate de- 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What's Ahead for Business?” This 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 








until they are dealt with by 
the final authority which, in 
this particular case, is Con- 
gress and Congress alone. 


TROUBLE FOR FOREIGN GOLD 
HOARDERS ... European 
hoarders and speculators in 
gold are encountering much 
disappointment in the recent 
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decline of free gold to below $36 an ounce. It is the 
first time this has occurred since the end of World 
War II and compares with prices of $38 an ounce at 
the beginning of 1953 and $45 an ounce in 1951. The 
most recent quotation of $35.80 an ounce is within 
striking distance of the official American price of 
$35 an ounce but with the margin gradually shrink- 
ing, it is not improbable that the trend towards de- 
hoarding will continue. 

Behind this impressive retreat in the world price 
for gold are several basic factors. First, is the end- 
ing of demand from the Far East since the Com- 
munists took over in China. This area of the world 
formerly provided a very large market for the metal. 
Second, is the gradual stabilization of European cur- 
rencies which is diminishing inflation fears among 
the people and, therefore, making gold less attrac- 
tive. Third, is the increase of supplies from South 
Africa and Soviet Russia. 

Of the three above-mentioned factors, the first two 
are basically the most important and reflect the long- 
term trend. These developments would seem to make 
unrealistic the arguments of those who would have 
our government raise the price of gold above the 
$35 an ounce, the statutory price. It would take the 
deepest kind of a depression, as in the early 1930’s, 
to warrant such a step. Although the Russians say 
they believe a slump of this order is inevitable in 
the United States they will hardly find anyone in 
America to agree with them. Nevertheless, the im- 
plications of their heavy sales of gold, especially in 
the London market, should not be ignored. With the 
size of their sales approaching dumping proportions, 
it would appear that the Russians are trying their 
best to hasten the depression in the capitalist coun- 
tries which they are so fond of predicting. (A de- 
tailed analysis of the gold situation will appear in 
our next issue.) 


HAVE OR HAVE-NOT.. . Eleven Western governors, 
all Republicans, met recently and demanded a 50 
per cent increase in the tariff on lead and zinc. They 
pointed out that marginal mining operations were 
steadily closing down in their states. Closings have 
affected not only the mines of small local producers, 
9 some shafts of the largest corporations in the 
field. 

Several weeks earlier, at a meeting of the Inde- 
pendent Petroleum Association of America, Ernest 
O. Thompson, head of the Texas Railroad Commis- 
sion, had declared that imports of foreign oil were 
depriving American oil producers of $980,000 a 
day in sales. 

For months now, U. S. negotiators have been bar- 
gaining with Chile over that nation’s large stockpile 
of copper. The Chileans are asking a figure far 
above the world price. Metal experts feel the with- 
holding of this metal is the only thing that staves 
off a sharp fall in the world price. 

Just what is the situation—and the prospects—for 
the United States’ metals and minerals? 

First of all, we are such a big part of the world 
picture that we are doomed to bring many of our 
troubles on ourselves. When war broke out in Korea, 
this country had to order its strategic needs for a 
war of unknown extent and duration. This stimu- 
lated production here and everywhere, and drove up 


prices all over the world. When the Korean conflict 
simmered down from bloody deeds to angry words, 
demand fell, prices fell—and our own producers 
found the excess production of the rest of the world 
crowding in upon them just as their expanded pro- 
duction ran into sharp price drops. 

This will always be the case. There are few coun- 
tries of which the native would not rather have 
dollars than his own currency. Except for Canada, 
none of those fortunate lands is a big supplier of 
metals and minerals. Even in a falling market, sales 
in this country are still preferred. 

The reaction of the domestic producers is under- 
standable, and their viewpoint commands the sup- 
port of a substantial majority of all Americans—in 
the face of long and strenuous efforts to persuade 
the country of the advantages of free trade. How- 
ever, the quick and easy expedient of raising tariffs 
to a livable point for domestic producers brings us 
up against the second unyielding fact of foreign sup- 
ply of metals and minerals. 

This is that increasingly this country must depend 
upon suppliers from outside our own borders. We 
now spend about $8 billion a year on foreign min- 
erals and foodstuffs. Unless our standard of living 
undergoes a serious decline, this must be raised to 
$12 billion by 1960, and to probably $20 billion by 
1975, according to the findings of the President’s 
Materials Policy Commission in the so-called Paley 
Report. Oil imports alone, the Paley Report declares, 
must increase five-fold between 1950 and 1975 to keep 
up with the rising curve of annual per capita use. 

However sympathetic we may be to the present 
plight of the Texas oil producer or the Southwestern 
zinc miner, we know that if future use of these 
industrial and strategic necessities are made to de- 
pend on domestic supplies, the time may come when 
we have to fight a war on oil brought from the 
Arabian peninsula, and zinc imported across 12,000 
miles of water from Australia. How shall we equate 
dollars now against lives then? 

Thirdly, the search for supplies of minerals and 
metals abroad has been carried out by American 
firms with the money of American investors. When 
the rich direct-shipping ores of the Mesabi Range 
began to show signs of giving out, American steel 
companies put up the funds to look for and find ore 
of similar quality in Venezuela and Labrador. The 
Chilean mines whose metal meets a third of our 
needs are owned by American investors. American 
companies exploit petroleum in Kuwait and Bahrein. 

Leaving aside any question of breaking faith with 
the investors in these companies, can we afford from 
a purely selfish standopint to lock the door against 
American-owned goods from outside for the benefit 
of Americans inside the wall? Certainly nothing 
could dampen the enthusiasm of offshore investors 
faster. American supplies are insufficient in many 
categories, and will become more so. Moreover, it is 
only the money sent abroad for imports—plus our 
gifts and the payrolls of our farflung military estab- 
lishments—which pays for our exported articles. This 
year our exports will be a shade above $12 billion, 
with a billion-dollar decline from 1952’s figures con- 
centrated in farm produce and coal. Both farmers 
and coal miners have hardship tales quite as har- 
rowing as the metal (Please turn to page 228) 
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As 9 See Jt! 


By JOHN CORDELLI 


THE END OF THE ROAD 


SJ he flagrant milk strike in New York City 
ended, as might have been expected, by the con- 
sumer footing the bill. Millions of residents of the 
metropolis were inconvenienced in the interim and 
the health of their children imperiled but this had 
not the slightest de- 
terring effect on the 
union leaders. Shall 
we, then, hesitate to 
say that a labor orga- 
nization, in order to 
gainits particular 
ends, did not shrink 
as in this case, from 
employing thorough- 
ly anti-social means 
despite avowed union 
principles? 

If the milk strike 
was reprehensible on 
moral grounds, it was 
equally indefensible 
on economic grounds. 
The rise in milk 
prices, which was the 
price exacted for 
ending the strike, 
will cost New York 
consumers millions of 
dollars a year. This 
will affect their pur- 
chasing power, a 
prospect of which ap- 
prehensive merchants are all too aware. Members 
of the union may have gained in their weekly pay- 
checks but this is insignificant compared to the loss 
to business and the community, as a whole. In the 
long run, such ill-advised attempts to secure higher 
wages will inevitably react against this particular 
membership itself, and, in addition, other workers, 
all of whom form part of the general community. 

The timing of this and other attempts to gain 
higher wages is also worth some consideration. Since 
it is taking place when inflation can no longer be 
offered as a valid reason for demanding more wages, 
economic justification for these demands is impos- 
sible. In fact, there is a perfectly sound basis for 
believing that attempts to push wages beyond pres- 
ent ceilings may have an unwanted deflationary 
effect. This is because business and industry have 
already arrived at a point where higher payrolls 
than the present can no longer be supported. Far 
from being able to meet added payrolls, industry is 
now facing a time when there will be a question 
whether it can even meet present wage obligations. 
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“‘THEY’RE USING THREE PLATOONS” 





It must be realized that increasing payrolls are 
economically feasible only in a period of expansion. 
If such a period must give way, as at present, to a 
period of adjustment, excessively high wages frozen 
into the cost of business operations tend to act as a 
deadweight, with the 
result that a trend is 
inevitably established 
in cutting payrolls 
through whatever 
means are available. 
This may take form, 
as is currently the 
case, in a reduction 
in over-time pay and 
the dismissal of the 
less efficient workers. 
This is now witnessed 
in the decline of the 
number of factory 
workers working 
overtime. In October, 
for example, approxi- 
mately 22% of work- 
ers were engaged in 
over-time, compared 
with 29% the year 
previous. Further, 
from various sections 
and industries come 
reports of a leveling 
in employment. 

In view of these 
symptoms, it would seem that the unions would be 
wise in recognizing that they have reached the end 
of the line so far as the possibility of securing 
further wage advances is concerned. There is, in- 
deed, nothing more left for them to get. From now 
on, their fight rather will be to preserve gains 
established since the end of World War II. They are 
considerable; for example, total wages in 1953 were 
close to $200 billion compared with $109 billion in 
1946. Weekly factory wages went up from less than 
$45 a week to just under $80 a week. In the mean- 
time, the unions have secured “fringe” benefits 
totalling close to $20 billion a year. 

These are very impressive achievements and it 
would seem that they should satisfy the labor moguls. 
Unfortunately, this is not so. The unions, in fact, 
are about to spread out in a formidable move to 
obtain a “guaranteed” wage. We have only to point 
out that only in Soviet Russia are work and wages 
guaranteed. Surely the unions should think twice 
before they advocate a course that could only end 
by establishing (Please turn to page 228) 
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Individual Values Dominate Market. 


The post-September market upswing carried further over the last fortnight, taking the 


daily industrial and utility averages above their summer recovery highs. The possible 
bearing of the November 3 elections on Federal tax and other policies became a factor 


last week. There is no change in our conservative, selective investment policy. 


By A. T. MILLER 


~ 
sf selective market upswing from the mid- 
September lows of the daily averages was carried 
further over the last fortnight, on moderate trading 
volume, under general leadership of industrials and 
utilities, with rails continuing to lag. It has now 
continued for eight weeks, getting some acceleration 
toward the end of last week. The latter was evi- 
dently influenced by second-thought assumptions 
about the national implications of the state and local 
elections held Tuesday, November 3. The line of 
reasoning is that the Republican Party has now been 
seared enough by local defeats—despite some vic- 
tories—to force vote-getting moves in tax policy, 
farm legislation, and budget and money-rate man- 


agement, with the over-all aim of combatting the 
recession in general business activity which is now 
clearly evident, even though it has not gone far. 
More about these matters later in this discussion. 

For perspective, it should be kept in mind that 
for about nine months into September the zig-zag 
downward trend of the averages conformed to the 
typical pattern of a bear market—always of indeter- 
minate final scope and duration, even though in this 
instance there were plausible economic, financial and 
technical reasons for thinking that it probably would 
rank among the minor bear markets: examples of 
which are those of 1938-1939, 1946-1947 and 
1948-1949. 





MEASURING MARKET SUPPORT 


“THE MARKET IS A TUG-OF-WAR 


CONSTANTLY SHIFTING SUPPLY & DEMAND PRODUCES THE FLUCTUATIONS® 
THE MAGAZINE OF WALL STREET—1909 


Trend Not Conclusively Reversed 


The downtrend pattern has not been 
reversed by the present recovery phase 
—yet it has now diverged from normal 






























































































































bear-market behavior in one interesting 
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concerned, the 1949-1953 
bull-market highs of De- 
cember, 1952, for rails and 
January, 1953, for the in- 
dustrial average, are now 
out of the reckoning. A 
new bull market would be 
technically indicated, 
should the rail average | '° 
also rise on this swing |} *° 
above its last previous in- 
termediate top, estab- 
lished last July. It appears | 5.0 
improbable that it can do 
so because the distance to 24) | DOW JONES - 
go is considerable, because INDUSTRIALS 
rails are more vulnerable | ee 
to earnings shrinkage in 
business recession than in- los 
dustrials generally, and 
because rails tend to move 
pretty much in line with 95 
typical cyclical or other- 
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better-grade stocks; and 5 
the Dow industrial aver- 4 
age moves more in line 3 
with these, because it in- : 
cludes some, than with the 0 
main body of stocks. This, 
of course, is what gives 
these averages a normally 
distorted appearance. 

Of course, the continu- 
ing quiet, but persistent, strength in utilities has an 
obvious explanation. As pointed here before, this 
group is favored by a rising trend of earnings and 
dividends, by large, if not full, immunity to any 
reasonably probable degree of 1954 business reces- 
sion, and by shrinkage in bond yields, reflecting the 
basically altered complexion of and outlook for the 
money market. 

Regardless of doubtful general-trend implications, 
the performance of investment-quality stocks gen- 
erally on this swing lends support to our previous 
perspective on the market. In this view—which al- 
lows for the probable moderation of 1954 business 
recession, for comparatively moderate price-earn- 
ings ratios, for relatively good dividend yields, for 
the sub-normal payout of earnings and for down- 
ward pressure on interest rates—investment-grade 
stocks are not seriously vulnerable; and may well 
continue to hold up better than they did even in 
the minor bear markets of the past. Also in this 
view—allowing for large and widely spaced prior 
declines in many less favored sections of the list— 
the market as a whole probably is less vulnerable 
than it has been in most past deflations—perhaps 
subject, in the final outcome, to somewhat more 
adjustment than in 1948-1949, to less than 1946-1947, 
probably to less than in 1937-1938. This reasoning is 
advanced as a tentative working hypothesis. AlI- 
though logical analysis gives it substantial support, 
there can, of course, be no certainty about it. We 
continue to believe that the results you get will de- 
pend more on the individual stocks you hold than on 
the behavior of the averages. Certainly our advice to 
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stress investment quality in portfolio adjustments 
has proved sound to date. We have no doubt that it 
will continue to do so. 


The Politico-Economic Outlook 


Although mixed in outcome and involving local 
influences and personalities, the recent elections 
brought more Republican defeats than gains, As a 
result, the Administration and the slight Republi- 
can majority in Congress will undoubtedly be more 
inclined to “mend fences” with an eye to the autumn, 
1954, Congressional elections. The Administration 
will be under pressure to move faster and more vig- 
orously to combat deflation by less emphasis on bud- 
get balancing, by more on easing credit, and on 
constructive tax revision and on bolstering farm 
income. 

Thought is being given to investment-stimulating 
tax moves, including liberalization of depreciation 
allowances of business concerns, at least a modest tax 
credit for dividend income and some modification of 
the capital gains tax, although a reduction of the 
six months holding period presently seems more 
likely than a reduction in the rate. Government 
countermeasures can certainly help importantly in 
holding business recession with reasonably moderate 
limits. They cannot be effective soon enough, how- 
ever, to prevent some extension of the present gradual 
shrinkage in industrial production, or to reverse the 
tide any time soon. There is no change in conserva- 
tive, selective investment policy.—_Monday, Nov. 9. 
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By THOMAS L. GODEY 


iv. a recent issue of The Magazine of Wall Street, it 








was estimated that industrial production in 1954 might sag 
off by about 10%. This would have different effects on dif- 
ferent industries, some might decline more than 10% and 
others less. 

As a matter of fact, many industries in the past two or 
three years had already undergone considerable adjustments 
but since this had not reached the basic industries no real 
concern up to now had been expressed over the general out- 
look, though it was realized the boom had reached its peak. 
Now, however, it is indicated that the basic industries them- 1 fae Ny 
selves are commencing to feel the effects of the slow-down. . Sp tH 
As yet, however, the changes are quite mild. Steel operations = 
are still above 90% of capacity, automobile production re- 
mains surprisingly high, though there is little doubt that 
dealers in automobiles and trucks are having their troubles. 
Chemical production actually is above that of the early part 
of the year, and power output is at its peak and gaining. 
Only in construction, is there visible evidence of a decline in 








activity of some fair proportions. 

Merely as a general idea of estimated declines in 
output of some of the basic industries, most experts 
agree that steel output will go down to not less than 
85% of capacity, that auto production next year 
should not be less than 5.5 million, that chemical 
production may decline by about 10%, that petro- 
leum crude, including imports, may be less by 5%, 
with possibly a slight increase in consumption of 
refined products, and that electric power output will 
barely be affected. This, in a nutshell, seems to be 
the specific outlook for these basic industries. 

Naturally, there is a good deal of diversity of 
opinion. There is, in the first place, considerable 
evidence on the spottiness of conditions in indi- 
vidual genera] sectors and these will affect basic 
industries. Government expenditures for defense 
declined almost 5% in the third quarter, and a 
further slow but steady decline is forecast in reports 
of the federal budget for 1955, now in preparation 
in Washington. 

Capital spending by American business, which 
had great importance for the basic industries, is 
evidently declining now, at a rate of about 5% per 
quarter, and the tailing off of the accelerated amor- 
tization program seems to suggest a continuance of 
the decline for several more quarters. Inventories 
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seem to be quite high, and (at least as of September) 
are still growing: some kind of inventory adjust- 
ment seems to be more or less inevitable. Finally, 
some basic consumer markets — automobiles, many 
household durables, and homes themselves — have 
been radiating signs of weakness since early in 1953. 

The character of the actual decline thus far — it 
has amounted to about 3%, in terms of production — 
has not yet suggested any imminent slump of indus- 
trial activity. On the contrary, the behavior of much 
of the economy has been such as to cast further 
doubt on whether any true-type depression can be 
in the offing. However much business and consumers 
may fear such a trend, they have not begun to act 
as though they expect it. 

Adjustments in individual industries have been 
progressive and moderate, not severe, and have 
barely reached the basic industries themselves. Re- 
ductions in operating rates have been designed to 
reduce the rate of inventory accumulation, but in 
none of the great industries has there been the sud- 
den fright over inventory, and the sudden effort to 
unload stocks rapidly, which could accelerate the 
decline into a headlong contraction. 

Between the second and third quarters of 1953, 
while general production fell only 3%, the rate of 
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inventory accumulation was reduced about 40%, 
without any noteworthy repercussions in business 
sentiment. Particularly among durables industries, 
where inventory growth has been most rapid since 
Korea, the rate of growth of stocks has been declin- 
ing in an orderly fashion ever since early in the 
year. 

Nevertheless, the orderly and peaceable way in 
which the boom has begun to move down from the 
heights of last Spring should not be interpreted as 
an indication that the comfortable and unalarming 
pace will continue for the entire length of the re- 
adjustment. Thus far, the decline has been virtually 
free of any strong cumulative forces as it has not 
materially included the basic industries. But there 
are increasing signs—notably in the labor market— 
that cumulative forces may begin to operate in the 
near future. 

Thus far, the decline in basic production has 
merely been skimming the cream off the labor ‘mar- 
ket, without causing any unemployment, and there- 
fore without precipitating the sudden alteration of 
spending patterns that comes with unemployment. 
Instead of employment going down, hours worked 
have gone down — particularly in those industries 
closely associated with defense and capital goods. 
Finally, a growing number of workers are finding 
it necessary to leave highly paid jobs in hard-goods 
industries, to find new work in lower-paid soft- 
goods, service or trade occupations. 

All of these factors are working in the direction 
of lower incomes for individuals, but their tendency 
is to affect the saving rate more than the flow of 
spending. It is when large-scale unemployment be- 
comes an actuality, or a near-term threat, that 
spending becomes involved. It is therefore worth 
noting that in all probability further declines in 
production rates are not likely to be spread over 
the same work force any longer—that is, from here 
on declines in production will very probably be ac- 
companied by declining employment and some rising 
unemployment. 

Briefly, this is the point where the fat has come 
off the boom: further declines will affect the basic 
fabric of American industry. While major and pro- 
longed depression is still virtually out of the ques- 
tion, it is possible and in fact probable that the rate 
of decline in industrial and business activity over 
the next six to nine months will be more rapid than 
it was over the last six months, and more widely 
spread. The difference in rate can be accounted for 
by cumulative effects, in consumer markets, of the 
decline in personal incomes and capital investment. 
The prospective decline in activity might leave the 
industrial production index at between 215 and 220 
at mid-1954 (it now stands at 232; at its peak in 
the Spring, it was a little over 240). 


Corrective Factors 


It seems likely now that such a level of industrial 
activity would be very nearly the low point of the 
adjustment. Under current and prospective condi- 
tions—with particular reference to international and 
domestic political conditions—a number of strong 
corrective factors will have been evoked by a decline 
of this severity. 

In the first place, a production level of 215 seems 
to imply a considerable rate of inventory liquidation, 
which means that the excess holdings of business 
will be draining off rapidly. Despite the $80 billions 
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of inventory now held by business, there is little 
evidence that any sharp and prolonged inventory 
liquidation would be necessary to get stocks back in 
line. Actual excesses in inventories are few, despite 
the scare-publicity treatment usually accorded the 
$80 billion figure. In fact, inventory-sales ratios are, 
in most businesses, not seriously out of line with 
postwar experience. 

Secondly, two major areas of economic activity 
are likely to be maintained better than might have 
been expected—that is, they are likely to be little 
affected by the general business decline. The first 
of these is, of course, defense itself, which is de- 
clining slowly, but which in all probability will con- 
tinue at very high levels throughout the recession. 
This sector, which now accounts for about 15% of 
all goods and services produced, is almost certain to 
decline less rapidly than general industrial activity. 

Similarly, capital expenditures by business, while 
they are admittedly high and declining, and while 
they are admittedly beginning to run out of support 
from the accelerated amortization program, are 
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likely to be maintained at relatively satisfactory 
levels, for several reasons. Many of the nation’s large 
companies now subscribe to the thesis that the 
American economy is in a long-term growth trend, 
and that to maintain their competitive position in 
their industries they will have to provide steadily 
increasing manufacturing facilities. Because of this 
long-term faith, and because they are well supplied 
with working capital, many of these companies have 
long-term capital budgets which they do not intend 
to depart from until their faith is proved wrong. 

Moreover, all companies, large and small, are 
keenly aware of the cost pressures imposed by or- 
ganized labor and industry-wide bargaining pro- 
cedures. Capital programs for cost-reduction and 
modernization already account for almost three- 
quarters of capital outlays, and this component of 
business spending is not likely to be affected by 
short-term cycle movements. (In fact, a decline in 
selling prices might well increase the urgency of 
acquiring cost-saving machinery.) 


Development of New Products 


Finally, business is more keenly aware of the de- 
sirability of new-product development than ever 
before. Scientific research by business is now a 
major area of executive responsibility, and a steady 
flow of new products in television and other elec- 
tronics fields, in airconditioning, in light metals, in 
commercial applications of atomic energy—to name 
only a few—can be expected to develop over the next 
few years. New products mean the need for new 
tools with which to produce them, and this is likely 
to provide a considerable market for the machinery 
industry. (They also mean an original and unsatu- 
rated market which can be exploited profitably re- 
gardless of the trend of general business: witness 
the expansion of television sales in the recession 
year 1949.) 

Along with scientific research, a great number of 
companies now engage in intensive market research, 
aimed at finding new uses for existing materials. 
The aluminum industry, which has expanded its 
capacity several-fold under the accelerated amorti- 
zation program, has developed literally hundreds of 
new applications for this metal. In other industries, 
market research and engineering techniques have 
been combined to find new products that can be 
produced economically with given facilities, to diver- 
sify markets. Some machine-tool makers have gone 











Trend of Output of Major Industries 


(Seasonally Adjusted*) 
January, 1952 = 100 








| Automobiles 

(Incl. Chemical Crude 

Parts) Products Construction Petroleum Steel 
Jan. 1952 ............... 100 100 100 100 100 
March 102 98 110 103 102 
June . 105 99 104 100 221 
September . 113 101 105 105 105 
December ............... 129 103 108 107 110 
PS TUBS: 5ei050005.005 103 110 105 110 
March , .. 141 105 118 105 115 
June é 136 108 113 106 108 
September ......... ee : 110 





*—Figures apply to end of each quarter. 
1_Strike period. 
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into special industrial machinery ; textile machinery 
manufacturers have diversified into general foundry 
business and auto parts, et cetera. 

This is not to suggest that capital outlay budget- 
ing, inventory controls, and scientific and marketing 
research aimed at new products and diversification 
are themselves enough to arrest a business cycle 
contraction. But they provide an economic atmo- 
sphere in which a contraction is more likely to be 
arrested. Much the same function of providing a 
favorable economic climate is performed by the 
long-term growth characteristics of the American 
economy. Population is rising at a record rate, partly 
because of a phenomenal birthrate, and partly be- 
cause of a pronounced rise in the American life span. 
This underlying growth in numbers of people which 
has occurred in the last eight years has outdistanced 
our supply of many basic needs. Just catching up on 
some of these needs will provide a further bonus of 
activity that will help to prevent a one-eighth reces- 
sion from cumulating into full-scale depression. 

For example, in the three years of the Korea war, 
highway construction activity was considerably less 
than in the relatively depressed years 1936-1940, 
despite a large increase in the number of cars on 
the road, and in the annual number of miles travelled 
per car. In terms of “per vehicle miles travelled’, 
in fact, road construction has recently been only 
half as great as in prewar years. Similarly, school 
building has fallen far behind the needs created by 
the high birthrate of postwar years. By some esti- 
mates, 20% of the nation’s urban schoo] facilities 
are over 50 years old, and 75% of the urban school 
attendance is suffering, in one way or another, from 
inadequacy of facilities. Schools and highways alone 
could provide a market for as much as $8 billion 
annually in construction activity. 

These areas offer an obvious vehicle for govern- 
ment contra-cyclical spending, should the need arise, 
and it seems almost inevitable that if recession 
should begin to deepen public works of this type 
would represent a major supportive force. Combined 
with an easier monetary policy (such a policy has 
already begun to take shape) public works of this 
type could be an effective instrument in the govern- 
ment’s counterattack on recession and unemploy- 
ment. 

Apart from public works, a number of other back- 
logs held over from World War II are still available 
for help in stemming a recession. Public utilities 
have never fully caught up with the postwar growth 
in the market for power, particularly the sudden 
growth of recent years attributable to the spread of 
airconditioning, atomic energy installations, and 
aluminum production, all of which are voracious 
consumers of electric power. 

And even six months after the beginning of a 
downturn, there persist certain signs of shortages, 
or at least of abnormally low consumption, in several 
other markets. In the postwar concentration on re- 
building stocks of durables, many services have been 
restricted by limitations of manpower: for example, 
service-workers connected with multiple-dwellings, 
and domestic workers. Relatively low-paid occupa- 
tions such as these were stripped of their labor force 
by the demands of factories at higher wages. Now 
that the factory-employment trend is temporarily 
downward, some of the affected workers—particu- 
larly women who wish to stay in the labor force— 
will doubtless drift back down the income scale to 
‘ess desirable employment. (Please turn to page 220) 
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By J. T. RUSSELL 


as future of the American aircraft manu- 
facturing industry is of particularly absorbing inter- 
est at this time both because of the revolutionary 
changes which are taking place in plane design, 
many of them of fantastic descriptions, and because 
of the government defense program itself. 

With billions of dollars of investors’ money in- 
vested in this industry, it is inevitable that anything 
that is likely to affect its future attracts widespread 
public attention. That is why any moves the gov- 
ernment makes, in increasing or decreasing defense 
expenditures, especially where this involves aircraft, 
is of the utmost importance. In fact, the question: 
what is the outlook for the aircraft industry ?—can- 
not be answered without obtaining as definite an 
idea on the government defense program as possible. 
It is not surprising that the answer to this ques- 
tion should be sought more eagerly than ever now 
that the Eisenhower Administration has decided to 
make major changes in its defense program. 

Any new developments are regarded with the ut- 
most seriousness. Thus, the reduction in the size of 
the Air Force imposed by Secretary of Defense and 
the subsequent drop in military aircraft procure- 
ment should have caused considerable conjecture as 
to what would happen to the plane builders. 
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AVIATION 


Moves Into New Era of Dynamism 








Alarmists saw a drop 
to the pre-Korean level, 
when the industry, buf- 
feted by then- Defense 
Secretary Louis John- 
son’s economy axe, was 
little more than an inade- 
quate shell. Defenders of 
the Defense Depart- 
ment’s latest economy 
drive painted a rosier 
picture — little effect on 
the industry’s strength, 
they said. The answer 
lies somewhere between. 

In 1953, the industry will turn out something like 
17,000 planes. Almost three-quarters of them will be 
military, illustrating the industry’s dependence on 
the armed services for its continued prosperity. Sales 
for 1953 will be about $9 billion, up from $6 billion 
last year. But due to the long “lead” time required 
in aircraft production, these figures reflect orders 
placed two and three years ago. Hence, while 1953 
will be an exceptionally good year, it is also the 
peak year for some time to come. 

Current level of production is about 1,000 planes 
of all types per month. This level will hold for 
approximately another nine months. Then, as the 
economy wave which started early this year makes 
itself felt, production will start to fall off on a 
gradual curve until it reaches about 500 planes a 
month in 1955. There it will remain, a stabilized 
level required to keep modern the air forces now 
contemplated, unless there are new, now unforeseen, 
developments which dictate a further sharpening of 
the economy axe. Sales at the stabilized level will 
probably be on the order of $5-$6 billion annually. 

Thus, while the production plateau of 1955 and 
thereafter might be something less than the industry 
would like to have, it can hardly be called a level 
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which will starve the industry. The sales volume will 
be close to that of 1952, which was considered a very 
good year. And production, the yardstick for meas- 
uring the industry’s ability to expand rapidly in case 
of emergency, will be greater than double what it 
was at the outset of hostilities in Korea. From the 
investor’s point of view, all this offers assurance 
that earnings are going to be satisfactory for the 
next few years, though they may not continue to 
hold at present peaks. 

For a more detailed view of the industry, we might 
take a look at the current status and prospects of 
some of the larger companies, several of which still 
have backlogs in excess of $1 billion in military 
business. 

Boeing Airplane Co. is currently operating three 
large plants at a high volume of productivity. At the 
main plant in Seattle, the company is just getting 
into high gear on the giant, eight-jet B-52 Air Force 
heavy bomber, which will be the mainstay of the 
USAF’s long-range fleet for many years to come. 
At nearby Renton, Wash., the company is still turn- 
ing out its KC-97 Stratofreighter, a four-engine 
dual-purpose plane which doubles as a transport and 
a tanker for in-flight refueling operations. And at 
Wichita, Boeing has a substantial backlog of orders 
for the six-jet B-47 medium bomber. When the Air 
Force “phases out” production of the B-47 in a 
couple of years, both the Seattle and Wichita plants 
will produce B-52’s. Meanwhile, Boeing is working 
on a jet-propelled tanker-transport which it hopes 
will replace KC-97 production. 

But although the B-52 will be in production for 
quite a while, Boeing is already looking beyond it 
and has a number of projects in the research stage. 
One design is the XB-59, a supersonic missile-carry- 
ing jet bomber of long-range potential; little can 
be said about it for security reasons. 

Douglas Aircraft Co., operating three plants in 
the Los Angeles area, is well fixed for military busi- 
ness. The huge C-124 four-engine transport has been 
adopted by the Air Force as the standard heavy- 
transport. The F4D Skyray delta (triangular) wing 


jet fighter, current holder of the official world’s speed 
record, is now undergoing its aircraft carrier quali- 
fication tests and shows promise of becoming the 
No. 1 Navy carrier-based fighter, which would mean 
extended production for some years. And in the 
bomber category, Douglas is building a fast, twin- 
jet plane for both the Air Force and the Navy. The 
plane, a 600 mile per hour medium range bomber, 
carries a crew of three and an atom bomb or ordi- 
nary high explosive. It is known in the Navy as the 
A38D, in which version it operates from a carrier, 
and in the Air Force as the B-66. Douglas is still 
building older planes in production quantities, but 
these newer types represent the company’s produc- 
tion potential for the next few years. 


Other Companies in Strong Position 


United Aircraft Corp. is also in a strong position 
for future production, particularly in two of its 
divisions—Pratt & Whitney Aircraft and Sikorsky 
Aircraft. Pratt & Whitney is now turning out in 
quantity the engine which has become the No. 1 
American engine and which, with improvements, 
promises to hold that position for the next few years. 
The engine is the J-57 turbojet, which develops more 
than 10,000 pounds of thrust and will probably be 
raised to something on the order of 15,000 pounds— 
triple the power available to the airplane types 
which flew combat in Korea. The J-57 is the power- 
plant for the most important airplanes for which 
production is planned—such as the aforementioned 
B-52—and is scheduled for installation in a number 
of upcoming types. 

Sikorsky stands in good shape competitively in 
the helicopter field. It is now building in quantity 
the S-55 helicopter, the only helicopter now carrying 
passengers (in both the U.S. and Belgium). But 
more important for the future outlook is the larger, 
twin-engine S-56. With some 50 applications pend- 
ing for helicopter service in the U.S., the S-56 has 
a wonderful market. 

Two things have held up passenger service in 


Statistical Data on Leading Aircraft Companies 








Earnings Per Share 


Dividends Per Share 




















9 Months Indicated Price Range Recent Indicated 

1951 1952 1953 1951 1952 1953 1951-1953 Price Yield 
Beech Aircraft ....... $ 1.23 $ 2.82 $ 1.734 $ .80 $ 1.05 S$ 25 163%4- 9 10 7.5% 
I ooo ross SoncSasciss taSabesbandavastese 2.19 3.46 2.99 1.12 1.50 1.50 26%-11% 22 6.9 
NE III 5 s550.0ncisscscssrseccesscosisesenee 4.40 8.67 8.36 2.00 2.67 3.50 4842-26 48 7.3 
NARORINNAMPETRNE 3.500. 5502000:0-0c0sessessssecssososees 1.14 1.59 .706 40 .50 50 9% 5 7 7.1 
Consol. Vultee Aircraft ..................00 3.27 4.39 2.24 1.40 1.75 1.803 2234-1442 18 10.0 
RMNOINEMIIIR 5 s.5:sesasesvscoottcccsesssnccsssensscoss 72 1.02 689 1.00 .60 .60 12% 65% 7 8.5 
Douglas Aircraft ....... ate 5.76 8.99 11.09 3.50 3.75 6.50 73 -43'2 72 9.0 
Fairchild Cam. & Inst. 76 1.82 997 .25 25 .25 39 -17 20 1.2 
Fairchild Eng. & Air. ... ° 96 1.36 919 .40 60 60 10%4- 5% 8 , 25 
Grumman Air. Eng. ..............:..scsssssseeeee 2.73 2.67 1.849 2.00 2.00 2.00 31%-19% 23 8.9 
Lockhood Aireratft .................cscsscccscossovce DoD 3.61 3.609 1.10 1.20 1.503 261%4-16% 26 5.7 
PUNTO UPON GD os sess sesinscvsssnnscncansencoess (4) 19.55 3.03 3.45 sc) ( Ct aehee pn © eee 2134- 8% ne 
PcDonnoll Aiveralt «..........<:0..:00.s.s0scsss0s00 4.49 6.171 1.6110 1.00 1.00 1.00 24%2-15% 19 5.2 
North Amer. Aviation ................c0cc00 1.87 2.28 2.334 1.25 1.25 1.50 20%2-13% 18 8.3 
POIET PRNNENIISD 6 5oc cin cescscencsessesssssseascsens 6.62 3.82 5.235 50 1.003 1.00 18%-11'2 15 6.6 
Piper Aircraft ......... 58 1 meee) ee 8 Neuen me 3%4- 1% - 
Republic Aviation ... 2.65 7.32 5.52 1.00 1.253 1.50 27 -10% 25 6.0 
Ryan Aeronautical . 1.02 2.23 3.428 40 50 50 16% 72 15 3.3 
MN MNIIED 5556 e Zcpvasiocsnciasscscassessikcastons 2.37 4.672 7111 .80 1.00 1.15 23 -12% 16 7 
United Aircraft ....... 4.06 5.18 3.669 2.003 2.00 2.75 422-2612 42 6.5 








(d)—Deficit. 
1—Fiscal year ended 6/30/53. 
2—Fiscal year ended 4/30/53. 
3—Plus stock. 
4—9 months June 30. 
5—Year ended 7/31/53. 


6—6 months ended 3/31/53. 
7—8 months ended August 31. 
89 months ended July 31. 
9—6 months ended June 30. 
10—Quarter ended 9/30/53. 
11—Quarter ended 7/31/53. 
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the U.S.: (1) the Civil Aeronautics Board would 
like to see a reliable twin-engine plane in service 
for safety requirements, and (2) potential operators 
want more payload than has been available in earlier 
helicopters. The 8-56, with two engines and a maxi- 
mum passenger capacity of 38, is now in production 
for the Marine Corps under the designation HR2S, 
so it has a big jump on competitive aircraft in the 
rotary-wing field. There is one other plane which 
meets the payload and twin-engine requirements— 
Piasecki Helicopter Corp.’s XH-16—but it is not in 
production. 

North American Aviation, which still has a large 
backlog in its famed F-86 Sabre, master of the 
Russian MIG-15 in Korea, has a great future poten- 
tial in the new F-100, destined to become the Air 
Force’s standard day interceptor fighter. The F-100, 
a single-seater which is powered by Pratt & Whit- 
ney’s J-57 engine, is probably the fastest opera- 
tional airplane yet ordered into production. Capable 
of flying rings around the MIG-15, it has a top speed 
in level flight of more than 800 miles per hour. Since 
the Sabre also developed into a Navy airplane, there 
is a distinct possibility that a modification of the 
F-100 might also be ordered into Navy production. 

Republic Aviation Corp., builder of the F-84 
Thunderjet and the F-84F Thunderstreak, both still 
in production, has two entries in the supersonic 
fighter field, the delta-wing XF-103 and XF-105, 
which are about in the speed class of the F-100 and 
are strong contenders for future production orders. 
Consolidated Vultee Aircraft Corp. (Convair) has 
another, already ordered into production—the F-102, 
a supersonic delta-wing job which will be the stand- 
ard Air Force all-weather fighter for the next few 
years. The F-102, a brand new plane, made its first 
flight on October 24. Lockheed Aircraft Corp. rounds 
out the list of contenders for fighter business with a 
project designated XF-104, also supersonic. 

Convair, which has been building giant B-36 pis- 
ton-engine bombers for years, will phase out such 
production late next year and will probably be out 
of the bomber field for a while, since the Boeing B-52 
will handle the long-range assignment. But Convair 
is looking beyond the B-52, and has a design which 
will be competitive with Boeing’s XB-59 for the 
bomber of the future. The Convair design bears the 
designation XB-58—like Boeing’s design it is a super- 
sonic missile-carrying bomber. 


Outlook for Jet Manufacturing 


These are the major contenders for military busi- 
ness over the next few years. In the commercial 
picture, the field is considerably narrowed. Current 
orders are shared only by Douglas, Lockheed and 
Convair. Convair, with its Model 340 Convair-Liner, 
holds a firm grip on the short-haul transport market. 
Douglas, with its DC-7, and Lockheed, with the 
Super-Constellation, share the long-haul market. All 
three have orders for these planes which will carry 
production for another two years, possibly beyond 
that. After that, they are considering improved ver- 
sions, such as turbo-prop modifications (a turbo- 
prop is a jet engine connected by the main shaft to 
a propeller installation). 

The big question mark in the transport manufac- 
turing field is still the jet transport. Boeing has 
taken the initiative in this category and is thus far 
the only American manufacturer to make a pass 
at the jet market. Boeing’s Model 707, a jet based 
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Startling new designs in airplane manufacture have fascinated the 

American public. As picturesque as these developments are, they 

have even more practical importance to investors, for success or 

failure in these new planes can mean millions of dollars gained 
or lost to the manufacturers. 





largely on the design of the B-52, is now well along 
in construction and is expected to fly next year. 
(July). A number of airlines have shown interest 
in the project, but as yet none has shown an indi- 
cation of signing on the dotted line. 

In the meantime, Boeing is trying to interest the 
Air Force in a tanker version of the 707, and has 
aroused more than routine interest. Should the Air 
Force come through with a production order for the 
tanker, it would put Boeing in a very strong posi- 
tion, for it could then offer a commercial plane for 
substantially less than it will cost if commercial 
operators alone have to foot the bill for production 
tooling. 

Douglas and Lockheed are still ‘‘on the fence”; 
they are keeping abreast of new jet developments 
and have designs ready to be ordered into produc- 
tion, but neither has as yet committed itself to the 
big gamble of actually building a prototype. They 
feel, as does most of the industry, that the day of 
the commercial] jet transport has not yet arrived, 
despite British progress, and will not until about 
1960. This gives them another five years (allowing 
two years for construction and testing) before they 
have to commit themselves. The thinking of both 
companies is summed up by Donald W. Douglas, 
who, according to the trade magazine Aviation 
Week, said recently, “In our business, the race is 
not always to the swiftest nor the first to start.” 

Despite the admitted British lead, the situation 
is not yet critical, most observers feel, because the 
current British jets (deHavilland Comet I and II) 
are not likely to corner (Please turn to page 224) 
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How Government’s Money Policy 


Strives To Balance 


Inflation-Deflation 


By HOWARD NICHOLSON 


-— 
wy pinch on borrowing money in evidence last 
Spring and early summer has lessened considerably, 
and thereby hangs a ta‘e. While it cannot be said 
that a period of really easy money is at hand, there 
is nevertheless a good deal more cheer among bor- 
rowers, actual and potential, than just a few months 
ago. 

What happened to bring about this more cheerful 
situation is simply that the Administration suddenly 
reversed its “hard” money policy. When the new 
Administration took over, in an effort to stifle any 
remaining inflationary tendencies, it tightened credit 
to such a degree that it was obvious an entirely dif- 
ferent monetary policy from that of previous admin- 
istrations was being created. Unfortunately, though 
the objective was sound, the change proved too sud- 
den and too drastic. In any case there was wide- 
spread misapprehension over the possible effects on 
business and the investment markets, and complaints 
were many. 


Having noticed the reaction among businessmen, 
especially after the precipitate fall in government 
bonds, the Treasury and Federal Reserve Board lost 
no time in abandoning its tight money policy, for. 
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the time being. In 
fact, it has been 
pursuing a relative- 
ly easy money pol- 
icy since. 

It is to the credit 
of the responsible 
government officials 
that they did not 
stubbornly main- 
tain what proved an 
awkward position 
but immediately 
took effective steps 
to ameliorate the ef- 
fects of their previ- 
ous action. Al- 
though the changes 
in the money mar- 
ket may seem be- 
wildering, actually 
the government has 
not departed from 
its prime objective 
which is to establish 
monetary _ policies 
that will substantially create 
a balance between inflationary 
and deflationary forces. This 
attitude offers a sharp con- 
trast to that of the previous 
administration which was 
largely responsible for not 
taking the measures necessary 
to prevent the dangerous in- 
flation that occurred after the 
end of the war. 

As a matter of fact, a con- 
siderable degree of stability 
since summer has already been 
imparted to the money rate 
market which has been easing 
gently, though rates are still 
well above those of a year 
ago. Furthermore, the Treas- 
ury has been able to take ad- 
vantage of this improvement as seen in the recent 
sale of $2 billion of seven-year 10-month 234% 
bonds, which represents a very substantial savings 
from the 314% the government had to pay for new 
money a few months ago. In the meantime, the in- 
vestment markets have regained their poise, parti- 
cularly with regard to longer-term issues: this is 
greatly facilitating the sale of corporate bonds of 
good standing at moderate interest rates. 
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How Credit Was Eased 


The means by which the Federal Reserve Board, 
with the active support of the Treasury, has accom- 
plished this favorable result are quite specific and 
are worth noting. First, the Board last summer re- 
duced reserve requirements of member banks, mak- 
ing available $1.2 billion of hitherto frozen funds. 
Second, the member banks gained an additional $1.5 
billion in credit reserves through the Board’s open 
market purchases of government bonds. This auto- 
matically enlarged the credit base. The cost of bor- 
rowing money has not itself been lowered appreci- 
ably but what counts more is that the funds are 
available. In a broad sense, businessmen are more 
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interested in the availability of credit than in the 
rates they must pay. Therefore, businessmen and 
others requiring funds are now more satisfied and 
the banks are fully cooperating in granting loans. 

Corporations are now borrowing more freely at 
costs slightly lower than a few months ago and new is- 
sues are being absorbed without difficulty. As a sign 
of the changing times, the great financing companies 
such as General Motors Acceptance, C I T Financial 
and Commercial Credit have been able to borrow 
from the banks at lower costs. The new giant $600 
million American Telephone debenture sale, the 
largest in corporate history, was effected at 33/,¢ % 
While this represented a slight advance over the 
314% paid a year ago for the debentures issued at 
that time, the undoubted success of the recent issue 
is a reflection of the relaxation which has taken 
place in the money markets during the past few 
months. 

Government credit policies, of course, are crucial 
in determining the trend of money rates, for this 
reason, the government must move all the more 
warily in view of the enormous problem of financing 
posed by the national debt. After the current sale of 
23/,% bonds the debt will climb to, within $300 mil- 
lion of the statutory limit, $275 billion. However, 
the very skillful current handling of Treasury prob- 
lems lends confidence to its ability to surmount pres- 
ent difficulties without having to ask for an increase 
in the debt limit in the present fiscal year. The mar- 
gin of safety, of course, is extremely small but in the 
final half of the fiscal year, which ends in June, the 
heavy inflow of corporation receipts, normal 
for the period, will help to ease the pressure 


The fact that this result ensued through over- 
zealousness merely emphasizes the latent power of 
the government to shape the money trend. Therefore, 
the government wishes to use its power as an effec- 
tive tool toward creating stability. For example, it 
has been apparent for several months that the new 
policy of the Board and the Treasury is to prevent 
the possibility of any serious deflationary trend from 
developing in the near future. Recent action in in- 
fluencing credit conditions is based entirely on this 
defensive motive. 


To Prevent Deflation 


While current shifts in the methods and aims of 
the government in controlling credit seem on surface 
to resemble those of the preceding Administration, 
there is a very distinct difference in that the present 
government intends to hold a firm grip on the money 
rate itself while increasing the volume of credits. 
as long as the money rate is not allowed to sink 
below realistic market levels, though they may sag 
off a bit from recent peaks, the basically inflationary 
impulse created by cheap money is not given a 
chance to develop. At the same time, increased loan 
facilities to borrowers gives business and industry 
a better opportunity to maintain operations at satis- 
factory levels. Thus, any potential deflationary 
influences are held in check. This is essentially the 
meaning of the moves of the government in recent 
months, and the public should be able to receive addi- 
tional assurance on this (Please turn to page 228) 





for the time being. 
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Overwhelming as is the size of the na- 5 
tional debt, it is its composition which has 
been giving and continues to give the great- 
est concern. Some $80 billion in short-term 
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federal loans are outstanding, most of which 
fall due within a year or two. As much of 
these loans as possible must be refunded on 
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an intermediate-term, if not long-term, 3 
basis. In order to obtain even minimum 
satisfactory results, stability in the money 


market is needed and for this ample prepa- L 














rations are now being made. 2 
This is important from the viewpoint of 





the average citizen since, above all, he de- 
sires assurance of a sound dollar, something 





he has not had for a long time. Once this can ° 
be accomplished, which should be aided by 
the enormous savings of the population, 
there would seem to be not too much diffi- 
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culty in the way of inducing the public to 
invest their savings directly in government 
bonds. This, of course, would be of enormous 
benefit to the Treasury i in facilitating future 4 
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refunding of pressing short-term loans into 
medium or long-term issues. 
Possibilities of securing this important 














objective must be linked up with the govern- 3 
ment’s ability to hold the economy on an 
even keel, so that neither inflationary or 
deflationary influences dominate. The po- 





tency of government action in this respect 
was made obvious some months ago when 
precipitate Treasury action, taken in a de- 
sire to correct what seemed the recrudescence U 
of an inflationary trend at that time, brought 
about a considerable degree of unsettlement. 
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FARM PROBLEM-ADMINISTRATION HEADACHE 





By “VERITAS” 


SPECIALIZATION will be the watchword among the 
numerous nations banded together to prevent further 
Russian aggression, but the details of the program 
are just now being ironed out and it will take time 
to reach agreements, perfect the pattern. “We can 





WASHINGTON SEES 


How much war jitters has affected the world can 
be gauged by the fact that the situation in Trieste 
which in other times would be high on the “powder- 
keg” list now is getting little more than workaday 
newspaper notice. 

There was a time when the frolics of a bandit 
force sent this country into a tailspin of war fright 
as a punitive expedition moved toward the Rio 
Grande to drive Pancho Villa out; a border dispute 
between a pair of “banana countries” in South 
America, created intense worry that the United 
States might become seriously involved; the War 
with Spain, brought about very limited military 
participation, casualties in battles probably were 
exceeded in several single engagements of later 
conflicts, yet it was an all-out war; and a single 
gun blast at Sarajevo set off World War |. But 
with Yugoslavia and Italy staring across a geo- 
graphical border with triggers cocked and military 
tank motors running, with all the World War Il 
Allies more or less involved (United States and 
Great Britain particularly), much of the world’s 
war machine could be in motion almost overnight. 
But the disposition is to await developments; in a 
sense, to call the bluff of the Trieste port claimants, 
see if they mean business. 

Reason, naturally, is that there is concentration 
today on ways to prevent communist aggression all 
over the world, on ways to deal a decisively crush- 
ing retaliatory blow if Russia strikes. Today there’s 
no clear cut agreement on objectives, let alone 
methods. Hence relegation of Italy-Yugoslavia- 
Trieste to low priority level. 
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no longer afford to prepare for every conceivable 
kind of war,” tipped Deputy Secretary of Defense 
Kyes. What the new approach will add up to prob- 
ably is this: recognizing the fact that the United 
States can produce surface and air military craft, 
and munitions more rapidly and efficiently than 
other countries, this nation will undertake that task. 
Nations lacking material, money, and developed 
know-how for production will assume responsibility 
for manpower in marching armies. 


REORGANIZATION of the military arms, still far 
from perfect, and not yet fully indorsed by the uni- 
formed groups whose separate identity has been 
maintained but who have been brought under the 
umbrella of the Department of Defense, will prove 
to be a powerful force toward getting the new pro- 
gram into action. The battle for the budgetary dollar 
among the army, navy, and air force will continue 
within the walls of the Pentagon but it won’t be 
fought out by the generals and the admirals before 
congressional committees. Army for many years 
ruled the roost, navy accepted second position, sepa- 
rate air force hadn’t been created. Now the army is 
expected to drop back as navy and air force get most 
attention and money. 


FARM PROBLEMS have swept aside all other items of 
business in the White House “active” file. The eco- 
nomic and political implications have become too 
great to permit the methodical approach which Agri- 
culture Ezra Taft Benson had preferred to use and 
the President has moved in, is taking a personal 
hand, conducting conferences with Benson, farm 
congressmen, agricultural groups at the White 
House, several of them consuming all but a few 
hours of Ike’s full days at the office. Benson and 
Administration partisans will deny it with more 
vigor than proofs, no doubt, but it seems safe to 
predict on the basis of thinly-veiled statements from 
informed sources that the ultimate draft will be a 
polished-up Brannan Plan. But Congress will have 
the final say on this important matter. 
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The President's Commission on Foreign Economic 
Policy, created in dying days of the last session of 
congreSs and Supposed to come up March 6 with some of the 
basic answers to tariff problems, is making snail-like 
progress, outwardly at least. Thus far, the group, made up 
of seven members appointed by the President, and five each ' 
from the senate and the house, has had two "organizational" 
meetings. Each counted a bare quorum. Active now are 
Chairman Clarence Randall (Inland Steel), a public rela- 
tions adviser, and four clerk-Stenographers. 




















































In the absence of formal discussions it can 
only be guessed what the committee will do, but best bet 












broad strokes, it sketched a plan for “overall lowering of 
tariffs, suggested that resultant economic pains be 

alleviated by increased unemployment benefits, plus carry- 
on government financial assistance to industries which find 
foreign competition too much with which to cope. 










































































































































































































































































Under "new management" the National Labor Relations Board intends to apply 
the principle that the best federal government is the least federal government in the 
area of management-labor disputes. Guy Farmer, Eisenhower-appointed chairman, believes 
= one of the fundamental proofs that should be required before NLRB takes jurisdiction is 
ob- the issue involves a serious impact on interstate commerce. 
y The encouraging, time and money saving thesis expounded by Chairman Farmer is 
an this: "The time has come to accept the proposition that it is not necessary or even desir- i 
sk. able for the federal government to step into every labor dispute however insignificant 
ed it might be. It has always seemed to me, without engaging in any debate as to the relative 
ity merit of states versus Federal rights, that, regardless of the legal scope of the commerce 

clause, the Federal agencies should as a matter of self-restraint, impose limits on 
far their own power and thus provide the opportunity for local problems to be settled ona 
ni- local basis by the citizens of the community in which those problems arise." 
en 
he The 1.5 million-member Teamsters’ Union is going to take a more active part on 
“a political campaigns, henceforth. That's the promise of its president, Dave Beck, whose 
lar word is law and who can put up a rather impressive argument for his system. In Washington, 
ue the burly, gruff-spoken labor leader had these things to say: l. There were not, as of 
be the day of his visit here, 5 members of the teamsters union on strike. 2. The teamsters will 
re never join in a general strike anywhere for the purpose of forcing employers of other 
urs union affiliations to give ground. 3. If anybody can establish, on reasonable evidence, 
0a- that any member of his union is a communist, "I will personally throw him through the door, 
is without opening the door, and personally rip from the wall the charter of his local if 
ost I am convinced its officers knew they had a commy in the ranks, or should know it." 

By political activity, Beck doesn't mean organization of a new political party. 

of He doesn't believe in that; saw what happened to Great Britain, he explains. He doesn't 
a think labor should put forth candidates but should chose from among all of them the 
i. individuals who can be trusted to keep the people's interest in mind. As to Ike's temper 
nd toward labor Since the Durkin blow-up: "Conciliatory, not angry as some claim. The White 
nal House will bend over backward for labor support, particularly AFL friendship." 
~ The Eisenhower-Durkin battle, which both contestants lost, appears to have 
ew doomed any chance of basic revisions in the Taft-Hartley Act. It was a live issue when 
nd Martin P. Durkin was Secretary of Labor, and the unions were hopeful. Now they're coming 
re around to the viewpoint that a few procedural changes will be voted, the 19 amendment 
to program is out. Most of the larger unions are warning their key men to beware of attempts 
9m to woo back labor by appointments to what is called "meaningless boards," and "prestige 
» a appointments." Actually, the laborites are gunning for Vice President Nixon more than 
we they are for Ike, blaming the second in command for torpedoing the Durkin plan at the 
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White House. The treatment accorded the v.p. at the AFL convention was outward 
manifestation of a deeply rooted feeling. 











A seven-member special committee of the house is gazing fondly at travel 
literature and waiting for congress to return so funds for an extensive European trip 
may be sought. The group, headed by Rep. Charles Kersten of Wisconsin, was appointed 
to investigate whether the guarantee of free elections in countries soiled by Communist 
infiltration, actually is being fulfilled. Appropriated was $30,000. The committee 
already has four staff members, will have more; they'll soak up the entire fund, in 
salaries. So the committee hasn't announced it as yet but is feeling out leaders on both 
sides on the query: "How about $50,000 more?" 
































If the Capehart plan of GOP senate "policy committee" recasting succeeds, 
the Indiana senator will take the play away from his colleague, Majority Leader Knowland 
(who doesn't have a majority to lead, anyway) and establish control in the hands of 
senators who are very much to the "right." Four of the present 10 committeemen subscribe 
to the policies of Capehart, McCarthy, Jenner, and Bricker, (who are among those who 
would be added because of their status as senate standing committee chairman). Several 
others could be counted on to tip the balance in favor of Capehart, et al. If the plan 
fails, the recruited strength will be used to try to deprive Knowland of the leadership 
in the next organization of the upper house of congress. 















































Representatives and Senators plumping for increase in their $15,000-a-year 
salaries learned from a visiting member of the British Parliament that they're not 
doing badly. By comparison, that is. Meeting a gathering of this country's lawmakers, 
the vistor was told that when a congressmen meets all the obligations that go with 
the job he doesn't net as much as his secretary does. He replied: a member of the House of 
Lords, the "Upper Chamber," gets no pay; members of the House of Commons, the "Lower 
Chamber," get 1,000 pounds (about $2,800) a year. Neither house provides office 
space or clerical help. 


























The country may yet have a woman President. When congress passed the 
Presidential Succession Act there was no Department of Health, Education and Welfare, 
now of Cabinet status and headed by Mrs. Oveta Culp Hobby. The law will be amended but 
it would take a catastrophically destructive blow to national officialdom to make her 
President of the United States. She'd be 10th in line among Cabinet members who, in 
turn, come after the Vice President, Speaker of the House, and President pro tem of 
the Senate. Unlucky 13th! 
































An enlightened viewpoint which, in fact, only acknowledges that when business- 
men meet at trade association gatherings they discuss business, has been expressed by 
a Federal Trade Commission Examiner. If followed through it may put an end to some of 
the minor, but annoying, house detective antics of some federal sleuths. The hearing 
officer conceded that Commission attorneys might be able to read into minutes and 
bulletins of meetings held by the Advertising Specialty Association (approximately 300 
members), an inference that pricing and discount uniformity were agreed on, but he 
dismissed the complaint. 


























The reasoning by Examiner Frank Hier boils down to this: Businessmen cannot 
be expected to confine their trade association meetings to "listening to non-member 
speeches, dances, cocktail parties, and individual sales efforts." Also, he insisted, 
weight must be given in this type of case that where manufacturers sell to the same 
jobbers there is bound to be competition based on ideas and product, rather than on 
price, with ingenuity and imagination unlimited; that agreements of the kind alleges 


would be improbable, if not impossible. 



































Another move in the direction of putting the business that should be in the 
hands of private enterprise in that custody, has come to light in connection with an 
army disclosure that one of the country's largest chemical companies is considering a 
contract to operate Camp Detrick, Md. It is not a camp in the usually accepted sense; 
it is the Army Biological Warfare Laboratories, built with great secrecy just before 
World War 2 at Frederick, Md. If the deal goes through, biological research and devel- 
opment will continue as at present. 
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. . . Our Necessary 





M a r k e t ~~ A b r O a d “protectionism”, “high tariffs”, “free 


By V. L. HOROTH 


3 wo great internal politico-economic issues may 
be expected to hold the spotlight during the months 
to come. One of course, is the farm price subsidy 
issue, the other controversy that has risen in Amer- 
ican politics many times before: our foreign trade 
policy. Basically there is nothing new in this peren- 
nial tariff dispute, except perhaps the fact that this 
time we are facing the issue as the strongest anti- 
communist Power, anxious to see the other member 
countries of the Free World in a strong condition 
to resist communism. 

The export interests favoring further liberaliza- 
tion of world trade now include, besides the farm 
bloc, the manufacturers of automobiles, machinery, 
and all sorts of electrical equipment. The groups 
that fear the encroachment of imports, particularly 
if business recession should materialize, no longer 
include the fabricators as a group, but instead the 
mining companies and petroleum producers. In the 
middle is the President’s Commission on Foreign 
Economic Policy, set up under the Trade Agree- 
ments Extension Act of 1953, with Mr. Clarence 
B. Randall of the Inland Steel Corporation presiding. 
The commission, which is composed of 5 Senators, 
5 Congressmen and 7 members named by the Presi- 
dent, will have to make recommendations for a new 
Trade Agreements Act, the old one having been 
extended without significant change up to June 12, 
1954. 

As usual, the public will hear such expressions as 
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trade’, “currency inconvertibility”, etc. 

used with great abandon. Without fav- 

oring the proponents of protectionism 

or free trade, let us state here the axiom 

that foreign trade is essential to the 

well-being of any nation—communist 
ones not excepted. Any nation produces a surplus 
of certain goods and services; no nation, considering 
the complexity of products needed in everyday life, 
is able to produce all the goods and services it re- 
quires. On principle, the fewer barriers, rules, 
restrictions, there are to hinder the exchange of 
goods and services, the better for all concerned. 
“There is hardly a manufactured product (let alone 
a specialty product) we make,” declared Mr. Paul 
G. Hoffman in one of his speeches, “that does not 
greatly depend, directly or indirectly, upon some 
imported materials for its quality, its marketability 
in quantity, its lower price, and, in many cases, its 
very existence.” It is essential that this indispensa- 
bility of foreign trade—and especially of imports— 
be recognized by everyone. Only then will the basic 
error that has been distorting our international 
trade policies for decades be fully recognized: that 
exports are beneficial to domestic employment and 
that imports somehow lessen our total employment. 


The Importance of Foreign Markets 


The people who feel that too much is made of our 
necessity to export some of our surpluses usually 
argue that we are currently exporting not much 
more than 4 per cent of our national product. That 
may be true but our national product also includes 
taxes and services, the more accurate way is to 
measure the importance of our exports against the 
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affected by our imports. 
U. S. Trade: Exports and Imports of Principal Groups, by Half-Years enever. out of about 
(In Millions of Dollars) $1134, billion imports _ In 
ae eaateaial capaci" os 1951, less than $4 billion 
2 statin were dutiable goods—the 
—— WR —— 53 ——~ Ea We remainder being duty- 
Ist HY. 2nd HY. Ist HY. Ist HY. 2nd HH. Y. Ist. Y. free raw materials such 
Agricultural: Agricultural: as rubber or tin, or such 
Grains & prep. 884 599s 5:72 Coffee 701675721 foodstuffs as coffee and 
Cotton 563 299 272 Sugar .. 235 180 246 cocoa. The $4 billion of 
Tobacco 100 147 138 — 412 207 191 dutiab'e imports repre- 
All other farm 444 395 395 Woo! 198 184 174 3 i ‘ ‘ 
Se ee eee oe Other agri. 874 853 874 — ~ than 2. io 
Total above 1,991 1,440 ‘1,377 —_  —_ — cent of our nationa 
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Petroleum & prod. 408 392 352 tion of movable goods. In 
Steel mill prod. 342 280 267 | Petroleum & prod. 430 6 MF 368 thaw Gade. oe ae 
Coal & prod 289 221 159 Non-ferrous metals 727 834 896 0 ; er wore Sy e numbet 
i Saw mill prod. 101 121 118 |} of people directly affect- 

Wood & paper 190 129 131 x : : 
Pie ee as ees a mill a. rons = = ed by our dutiable im- 
Total above 1,229 1,022 909 ae a a ports was probably one- 
Total above 1,725 1,888 1,981 third or so of the people 
nemey Manufactures: 3 ma aa ae . engaged in the produc- 
Machinery 1,45 253 ' = Predominantly Manufactures: tion of exports. As a 
Motor vehicles 588 399 5 Machinery & veh. 182 172 200 inedeote: ts Fata Wwe could 

Chemicals 439 362 380 : 131 HW 1 ootnote to this, we cou 

: Chemicals & prod. 3 3 65 ace er 
Textile manuf. 345 314-3286 Textile manuf. . 254 259 237 add the CIO which is just 
All others . 929 909 935 All others 715 789 778 as much concerned about 
\caeth-oamme 3 errr 2 a displacement of workers 
Total above 3759 = 3,237 3; | a , ’ ’ by increase in the sale of 
== imports in the U.S. mar- 





production of so-called movable goods. On this basis, 
the figure is about 14 per cent. Moreover, the Bureau 
of Labor Statistics estimated as of 1949 that some 
1.7 million persons, excluding farmers, were em- 
ployed in handling export goods. In the same year, 
our farm exports came to about $3 billion, or 11 per 
cent of the value of our national farm output. 
Mr. J. C. Lynn of the Farm Bureau Federation 
stated at that time that these agricultural exports 
were equal to the production of all the agricultural 
land of 10 Southeastern States. 

The percentages of agricultural commodities ex- 
ported in 1949 were as follows: wheat and rice 
nearly 40 per cent; cotton and resins about 33 per 
cent, tobacco and lard about 25 per cent, and soy- 
bean oils and evaporated milk about 15 per cent. 
There would appear to be no significant change in 
these proportions in recent years. 

No data is available as to how many people are 


kets as about layoffs in 
export industries, has been consistently in favor of 
the extension of trade agreements and freer world 
trade in general. 

These are some facts that will be discussed over 
and over again in the briefs presented to the Randall 
Committee and later debated in Congress. The Com- 
mittee hearings started the fireworks last week, with 
one member, Representative Simpson, accusing 
Chairman Randall of “a bias in favor of foreign 
imports” and asking for his resignation. But before 
speculating what the Randall Committee may rec- 
ommend, let us examine some of the facts and fal- 
lacies behind the current foreign trade picture. This 
picture and the trend of American business during 
the year ahead will no doubt influence our future 
trade policies in respect to trade barriers. 


U. S. Imports and Non-Military Exports in Balance 


The Department of Commerce forecast of a new 
export record this year— 















































around $16 billion, or 

Composition of U. S. Trade, 1941-1953 some 4/3 billion dollars 

(In Billions of Dollars) more than the 1947 rec- 

aioe a it abc ah — 

R UNRRA and Military Economic Excess of | Approx. anc non-m1 Itary exports. 

Total Lend-Lease Civilian © MSP “Commercial HSP = “Cash Exp. (+) Dutiable The fact is that the cur- 

Exports Exports Supplies = Aid Exports’’ Aid Exports” Imports Imp.(—) Imports rent rate of our commer- 

1936-38 . ie Fel aad Sac 3.0 ik: He em ws cial exports, include (a) 

1941... . 5] eda 4.4 4.4 a6.) 1) 1.2 goods financed by for- 

Pee .....:.... » 3 4.9 3.2 3.2 2.8 + 4 1.0 elgn countries out of 

| 1943... . 13.0 10.4 2.6 26 34 — 8 12 their own resources and 

1944 ... .. 44 13 a 3.0 3.0 sos -—s» (b Hage _~ 

1945... . 105 5.6 1.0 3.9 3.9 Aa =63) “18 ) goods inancead DY 

1946... » 02 6 1.5 8.1 8.1 49 432 19 our economic aid, is 

1947 .... . 153 4 e a 14.0 5.7 in “ about $11.5 billion a year. 
1948 . . 127 pier oll) an Wes aa 11.4 ; 11.4 7.1 4. : ce, ee 

I] 1949 |. . ae 5 .. 3 4s So ae see oe Ly ao, of —~ 

1950 .... Aa oka om age 3 100 3.6 6.4 89 -—25 40 ae uuion trom e 

1951... . 15.0 a 1.1.- 13.9 26. US WoO 4-3 “e 1951 post-Korean peak, 

1952... . 15.2 20 . 132 18° 14 07. - 7 47 which brings our exports 

I} 1953 est. . . 16.1 46 WS 14 103 Wt 8 —10 649 within the range of our 

Based on Dept. of Commerce data; also Chamber of C ce of the U.S. figures in “Int. Trade Policy Issues.” current imports of about 

$11 billion. The decline 
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signifies the passing of the post-war period of huge 
export surpluses and the beginning of a new, more 
normal pattern of closer balance in our foreign 
trade. 

This return to a more normal situation affects 
primarily two types of our exports: (1) farm prod- 
ucts, and (2) the exports of raw materials, and in- 


ing equipment, and motor cars. Also, capital goods 
industries in Great Britain, Germany and other 
European countries are still expanding and some 
apprehension has been voiced that the world may be 
facing a glut of investment goods. 


Imports At Record Level 





dustrial semi-manufactures. Farm products were 


already declining prior to the Korean episode, 
despite the fact that a large proportion of eco- 
nomic aid went for the purchases of cotton and 
wheat. Following the outbreak of the Korean 
war, our farm products recovered to a $4 bil- 
lion a year level, but the pegging of our farm 
prices above world prices and the measures of 
Western European countries to encourage their 
own farm output and to live within their means 
once more brought a sharp decline in our farm 
exports. They are now moving abroad at an 
annual rate of about $2.6 billion, of which cot- 
ton accounts for about 23 per cent. 

The decline in our exports of coal, petroleum, 
steel mill semi-manufactures, such as rails or 
tin plate, naval stores and timber is likewise 
a part of the return-to-a-more-normal|-situation 
story. In 1951, when coal production in Western 
Europe and Japan failed to keep up with the 
rapid expansion of industrial activity, our coal 
exports exceeded $700 million. This year, as 
will be seen from the table on the right, coal ex- 
ports dropped to less than $160 million during 
the first half year. Petroleum shipments are also 
Near East and the coming into operation of 
down, reflecting the expanded production in the 
new refineries in Western Europe. The exports 
of steel mill products have probably also passed 
their post war peak. Europe is now more nearly 
self-sufficient and competition in other markets 
has become keener. 


Capital Goods and Consumer Durable 
Exports High 


In the face of these not wholly unexpected 
declines in our exports of farm products and 
industrial materials, the really outstanding fea- 
ture of our export record this year is the good 
showing made by our exports of machinery, 
electrical equipment, consumer durable goods, 
and motor vehicles, As will be seen from the 
table, these exports have recovered appreciably 
from the levels of July-December 1952 and are 
near the postwar peaks. Shipments to Canada 
and to other dollar area countries more than 
offset the decline that has taken place in our 
exports of these goods to Brazil, to the over- 
seas sterling area, and Southeastern Asia. 

The maintenance of our exports of capital 
and consumer durable goods is the more re- 
markable in view of the competition of West 
European, particularly German goods. This 
competition is likely to become keener in the 
future. The period of world rehabilitation is 
drawing to a close and many defense projects 
are nearing completion. Investment activity in 
Canada, our best customer for capital goods, 
will still be large, but is probably past the peak. 
The exports of electrical and road building 
equipment and industrial machinery may hold 
their own, but there are doubts about the main- 
tenance of the exports of farm machinery, min- 
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U. S. Direct Investments 


Abroad, By Industries 


Manufacturing and petroleum show 
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What 1953 Third Quarter 


Earnings Reports Reveal 


PART II By J. S. WILLIAMS 


4. Part I, we described the basic economic 
factors affecting third quarter earnings trends. In 
this installment, we analyze these trends more spe- 
cifically from the standpoint of sales, profit margins 
and net profits. 

In order to gain an accurate impression of cur- 
rent earnings trends, it is necessary to differentiate 
between the first nine months’ comparison of 1953 
and 1952, and comparison as between the second 
and third quarter this year. The latter is more im- 
portant as offering a better picture of conditions 
likely to affect the immediate future. 

As suggested in the previous installment of this 
article, the nine months’ comparisons are apt to 
be misleading since they cover part of the steel 
strike period last year and, almost as important, 
the succeeding months in which the effects of the 
strike continued to make their mark on many indus- 
tries in addition to steel. In any case, it is the recent 
and current trend which counts most. 

On the basis of earnings reports at hand when the 
first part of this article was in preparation, increases 
and decreases in net earnings per share between the 
second quarter this year and the third quarter were 
about evenly divided. With many new reports at 
hand, (a number of which are included in the accom- 
panying table), it appears that, in fact, this repre- 
sents the average for the bulk of reporting corpora- 
tions. Of the forty-odd companies listed in the table, 
for example, approximately half had declines in net 
earnings and 20% were about even. The rest, or 
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30°, made gains. On that 
basis, it would seem that a 
somewhat lower level of 
earnings on a per share 
basis had been established 
in the third quarter, at 
least, that increases in 
quarterly earnings were 
becoming less frequent. 

Equally interesting is 
the sales record in the 
third quarter. Out of 40 
selected companies in the 
table, 14 made gains in 
sales as between the second and third quarters, 8 
were even and 18 showed declines. Reasons for lower 
sales varied as between industries. Price changes 
were not a factor, basically, as most prices held 
firm, but lessened demand for products in specific 
instances proved of growing importance. 

Current softer conditions among suppliers of agri- 
cultural and allied machinery were emphasized in 
the decline in sales of both Allis-Chalmers and Cater- 
pillar Tractor. Growing difficulties among the inde- 
pendent automobile manufacturers were revealed in 
the Studebaker statement. Comparatively moderate 
declines in sales were noted among some of the chemi- 
cals, for example, American Cyanamid and Union 
Carbide. The American Woolen statement depressed 
stockholders. Several automobile parts manufac- 
turers experienced declines, among them Eaton 
Manufacturing and Motor Wheel. 

Steel manufacturers, already operating at near 
capacity in the third quarter, could not be expected 
to increase sales materially during that period, most 
of them holding near the high levels of the second 
quarter. Some easing in production and sales is 
expected in the fourth quarter but operations should 
not be below 90% capacity for the larger concerns. 
This would compare with about 95% capacity opera- 
tions in the second quarter. Oil companies, in many 
instances, showed considerable gains in sales during 
the third quarter, despite expectations that there 
would be some easing. The fourth quarter outlook, 
however, is not considered quite as satisfactory, with 
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the price level uncertain. Continental Can (sepa- 
rately analyzed below) made an outstanding gain 
in sales. General Electric held close to the peak and 
Sylvania Electric Products made a good gain. 

About half the companies reporting showed de- 
clines of varying proportion in net profit margin, 
about 20% were even and the balance made gains. 
Largest individual gains percentagewise were by 
Colgate Palmolive, Phillips Petroleum Shell Oil 
and White Motors. 


The General Trend 


In conclusion, while the general earnings situa- 
tion for most manufacturing corporations was satis- 
factory during the third quarter of this year, a mild 
reversal in trend appeared to be in the making. 
This is a reflection of the general readjustment 
in process. 


It is important to note that price increases are no 
longer a factor in sales and that high level dollar 
value sales can now only be maintained through 
adequate volume. There is also the factor to note 
that with increased competition, the price level itself 
may sag, which would have a proportionate effect 
on the total value of sales even if volume of goods 
sold remained at high levels. 

From the stockholder’s point of view, the over-all 
nine months 1953 record of earnings for the major 
companies has been of truly impressive proportions. 
However, the more recent downward trend in earn- 
ings for a large number of lesser companies, though 
relatively slight thus far, indicates the possibility 
that this trend will continue over into 1954. In that 
case, there should be an increase in dividend casual- 
ties among the weaker, marginal companies, a trend 
which has already been in (Please turn to page 218) 
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Quarterly Comparison of Sales, Profit Margins and Earnings 
3rd Quarter 1953 2nd Quarter 1953 3rd Quarter 1952 
Net Net Net Net Net Net Net Net Net 
Sales Profit Per Sales Profit Per Sales Profit Per 
(Millions) Margin Share (Millions) Margin Share (Millions) Margin Share 
Allis-Chalmers .. . $132.5 3.5% $1.50 $141.1 4.0% $1.81 $117.4 5.3% $2.12 
American Airlines ...... 56.8 7.6 61 54.3 8.7 .68 51.1 9.1 67 
American Cyanamid .. 89.7 6.1 .64 94.7 6.4 71 88.4 5.0 52 
American Locomotive .....0.............000000ccccceeee 121.1 | Ps 1.00 153.4 1.7 1.35 101.3 1.5 69 
American Woolen ............... ; 18.8 (d) 9.9 {d) 2.18 25.1 (d) 8.0 (d) 2.83 27.1 (d)3.8 (d) 1.35 
Babcock & Wilcox ............ 70.8 3.5 1.70 70.6 3.5 1.71 53.0 2.4 91 
Caterpillar Tractor .............. 106.0 5.0 1.29 117.7 4.8 1.42 100.4 4.7 1.19 
Colgate-Palmolive-Peet 65.1 3.7 1.01 64.1 2.8 74 65.6 4.5 1.35 
Continental Can ......... ; 185.3 3.0 1.56 134.3 3.3 1.25 157.6 3.2 1.86 
Douglas Aircraft .......... 173.5 1.8 2.73 227.1 2.4 4.71 146.7 1.6 1.98 
RAS 2) CE EON SEs 440.0 Fist. 1.21 454.0 12.8 1.22 407.0 13.2 1.13 
Eaton Mfg. .............. 47.3 4.8 1.27 53.7 5.0 1.51 34.8 5.3 1.04 
General Electric .... 780.6 5.2 1.42 782.6 5.3 1.44 642.2 5.8 1.30 
General Motors . 2,490.4 5.6 1.57 2,893.8 5.5 1.82 1,695.3 6.9 1.32 
General Tire & Rubber 220.000... oocecccecene 57.9 3.5 1.60 Ae 3.8 1.57 45.1 3.3 1.18 
ok ie 46.8 6.6 1.04 52.9 6.6 1.28 43.5 6.0 95 
MPSRCAMMNR RNIN cect oktober eo csevatcccteraciedons 150.1 5.5 1.71 153.8 57 1.81 98.3 4.8 97 
Johns-Manville ............ 65.3 6.8 1.42 66.1 9.8 2.02 62.8 9.9 1.96 
Lehigh Portland Cement 18.4 11.4 1.11 15.4 10.7 .87 16.5 13.3 1.16 
Minneapolis-Honeywell Reg. 51.7 5.0 87 54.8 4.7 86 40.8 5.1 .70 
Motor Wheel .................... 19.1 3.8 .87 23.7 3.6 1.00 14.7 3.9 .68 
National Biscuit ............ : 90.3 5.0 65 88.8 5 65 85.5 5.3 65 
Owens-Corning Fiberglas .... ; 29.9 4.7 45 29.0 4.4 41 26.3 6.2 52 
a ER st gees 5 Soy ee aC ED Ree 28.7 2.2 68 33.1 2.3 53 24.4 J 01 
Pennsylvania Salt Mfg. 15.5 3.8 48 15.6 6.1 77 14.3 49 57 
Phillips Petroleum 195.5 10.8 1.45 186.0 8.8 1.13 180.6 9.6 1.19 
Pittsburgh Plate Glass 114.3 8.7 1.09 119.4 9.3 1.24 97.7 9.0 97 
Uo | a oes 95.6 2.8 1.25 99.7 3.0 1.37 75.3 23 89 
Radio Corp. of Amierice |..............0...-06.560..05. 198.7 3.1 44 202.6 43 58 167.6 3.4 42 
Rayonier Inc. .. 19.8 14.2 1.26 17.3 15.4 1.18 21.0 13.1 1.23 
RG MtNNe IMMMMIND 52h ooo ocelot adios ease 72.5 7.8 3.17 73.4 a2 3.00 56.7 5.4 1.85 
MP AMRIT OME TIMER I 2. cco 5.2 sScdecsisshessep ticeiesbensscctnesbovea 50.2 22 82 48.2 2.4 .87 48.7 2.2 aa 
eee EB AMNINNN a5 coos asep 100k vonage caveeenenteveasemnes 46.8 6.4 54 S25 6.4 61 43.4 5.7 45 
Sharon Steel 38.7 4.3 1.53 48.3 4.6 2.04 27.3 5.1 1.27 
ENUM scsoses cadededcuess seeysees ; 329.1 9.3 2.28 303.3 8.3 1.87 283.7 7.1 1.49 
Standard Brands 99.7 23 61 99.1 2.3 68 91.6 2.2 58 
MAINE ME cet ne hee: aN 147.5 Ly 76 186.5 LP i 1.42 100.2 a 21 
Sylvania Electric Products 75.3 3.1 86 69.0 3.4 86 57.9 8.7 70 
Thompson Products ...... 76.6 2.7 1.54 81.3 3.1 1.89 65.5 3.5 1.69 
Union Carbide & Carbon 254.7 10.3 91 267.4 10.0 93 231.7 10.4 84 
U. S. Gypsum . Sesaaae tdurcvens oct touseaenesurentace 51.6 9.9 3.12 49.6 10.7 3.25 50.3 10.1 3.09 
U. S. Steel : Bee Penkeasnel at iene 999.8 6.2 2.02 992.2 5.6 1.89 679.5 4.4 92 
White Motor RAMON PRT TNT ENTE 43.0 2.9 1.51 40.9 2.4 1.26 33.8 1.8 82 
Werke (Wits): See COs cas ccsccscssisscesescsces 21.7 11.4 1.25 20.6 19 1.25 19.8 Wg 1.21 
i 
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... An Expert Opinion of the... 


Rail Outlook 


By EDWARD S. WILSON 


This is one of the most complete and authoritative 
analyses of the railroad situation published in recent 
years. We have spared no effort in selecting and 
preparing data of the greatest significance and be- 
lieve the material presented will be of the utmost 
service to investors for a long time to come. 

(Editor’s Note) 





Ae | his year, the railroads are expected to thunder 
down the track to a new all-time high for net income 
of approximately $920 million, which compares with 
the war-time peak of $902 million in 1942 and the 
previous high of $897 million in 1929. 

In the first eight months of 1953, net income of 
Class I roads rose to $572 million from $435 million 
in the like period a year ago, indicating a figure of 
$350 million for the last four months as compared 
with $389 million in the excellent period following 
the termination of the steel strike in 1952. 

This achievement reflects the influence of the first 
full year of the Ex Parte 175 freight rate increase, 
a record peace-time level of industrial production, 
substantial income tax savings from the five-year 
amortization of defense facilities, and the sizeable 


economies realized from 
the $6.4 billion of capital 
expenditures for road- 
way and equipment 
made in the 1948-1952 
period. 

However, the evidence 
is accumulating that the 
nation’s carriers face 
steeper grades ahead 
that will slow down their 
record pace. The official 
estimate of the thirteen 
Shippers’ Advisory 
Boards forecast a year- 
to-year decline of only 
0.1% in fourth quarter 
carloadings. Movement 
of the most important 
commodity classification 
from a revenue stand- 
point, manufactured and 
miscellaneous goods, 
shows signs of sloughing 
off. With stockpiles of bi- 
tuminous coal equal to 
nearly eight weeks’ pro- 
duction, the outlook for 
loadings of the “black 
diamonds” is not inspir- 
ing. Likewise, the stock- 
piles of iron ore at the 
head of the Great Lakes 
on October 1 had risen 
to 52 million tons from 
42 million tons a year 
ago and present esti- 
mates are that shipping 
on the Lakes will shut 
down on November 1, the 
earliest closing in many 
years. Finally, lower 
prices and reduced ex- 
port demand have caused 
a record storage of wheat 
and a consequent reduction of railroad movement. 


The Wage Outlook 


The darkest cloud on the railroad horizon is the 
pending wage increase to the brotherhoods which 
will, in all probability, be retroactive to October 1. 
The last basic wage adjustment became effective on 
February 1, 1951, although railroad labor has re- 
ceived in the interim total “escalator” cost-of-living 
wage increases of 13¢ an hour, including the latest 
quarterly award of 3¢ an hour effective October 1. 
Each one cent an hour boost is estimated to cost 
Class I railroads, roughly, $30 million a year, 
before taxes. Therefore, the latest hike alone 
will mean additional costs of $22.5 million before 
taxes in the final quarter. The Brotherhood of Loco- 
motive Engineers has recently presented demands 
for a flat 30% wage increase while the trainmen, 
firemen and conductors’ organizations have asked 
for a 3714¢ an hour rise plus, in each case, the freez- 
ing into the wage structure of the cost-of-living 
increases, and numerous fringe benefits. 

These demands are, of course, fantastic, but, there 
appears to be a good possibility that the railroads 
and the unions may agree eventually upon a 10¢ an 
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hour boost as well as making the “escalator” increase 
permanent. Such a settlement would mean an annual 
raise of approximately $300 million, or $150 million 
a year after taxes. Based upon this assumption, the 
impact of this increase on earnings of twelve of the 
largest railroads is illustrated in the table “Esti- 
mates of Effects of 10% Wage Increase’. 

A definite pattern emerges from examination of 
this tabulation. Earnings of the “growth” railroads 
of the South, South West and Far West, notably the 
Kansas City Southern, the Union Pacific, the Atchi- 
son, Topeka & Santa Fe, the Southern Railway, and the 
Southern Pacific, would be burdened to only a minor 
extent by a 10¢ an hour wage increase. This favor- 
able showing stems from several factors: 1, low 
transportation and operating ratios; 2, long average 
hauls; and 3, a relatively small percentage of un- 
profitable passenger business. The Chesapeake & Ohio 
and the Great Northern also shape up well, due to 
relatively low operating ratios, reflecting the move- 
ment in heavy volume of bituminous coal and iron 
ore, respectively. The Atlantic Coast Line’s indi- 
cated vulnerability to a wage increase is distorted 
to a considerable extent by its above-average oper- 
ating ratio, reflecting abnormally heavy maintenance 
expenses, while the Northern Pacific’s showing re- 
flects its relatively heavy operating costs caused by 
the low traffic density and highly seasonal nature of 
its traffic. 

The Pennsylvania and New York Central, as rep- 
resentatives of the Eastern carriers, will obviously 
be the principal victims of any future wage increase. 
Because of burdensome terminal and switching ex- 
penses and large passenger operating deficits, chiefly 
on commutation, these roads have very high wage 
ratios. 

Of course, the full amount of any wage increase 
after taxes will not be deducted from earnings. In 
the case of many railroads, liberal maintenance poli- 
cies in recent years have created a considerable 
cushion in the event of reduced earnings. Moreover, 
it seems reasonable to assume that the nation’s rail- 
roads will show an average return of 20% on esti- 
mated 1953 capital expenditures of $1.25 billion, 
indicating annual savings of $250 million before 
taxes. In discussing the impact on earnings of a 
future wage increase, the statement is often made 
that the railroads can fully offset these higher costs 
by obtaining a fully offsetting across-the-board 


freight rate increase. This analysis of the problem 
is superficial and misleading for two reasons, the 
first economic and the second regulatory. 


The Realities of the Situation 


Another general freight rate increase would, with- 
out doubt, cause a further diversion of railroad traf- 
fic to the motor trucks, a trend which has been 
accelerated since the date of the last rate boost. The 
railroad’s percentage of freight ton-miles in the 
United States has declined from 63.2% in 1940 to 
59.1% in 1951 and 57.7% in 1952, while the truck’s 
share has risen from 8.4% thirteen years ago to 
12.4% in 1951 and 13% last year. In addition, the 
type of traffic that the trucks have taken away from 
the rails is principally the most profitable and high- 
est rate commodity classification, chiefly manufac- 
tured and miscellaneous goods and less-than-carload. 
Any future applications for rate increases will, 
therefore, probably be confined to certain bulk com- 
modities, such as coal and iron ore, which are par- 
ticularly suited to movement by rail. 

Moreover, there is no assurance that the Inter- 
state Commerce Commission, despite the replace- 
ment of three retiring members by Eisenhower ap- 
pointees since the first of the year, will approve any 
further raising of freight rates. In its final report 
of April, 1952, on the Ex Parte 175 increase, the 
Commission offered more than a ray of hope to the 
railroads in its statement that for the “great body 
of the rail carriers” aggregate earnings “for the im- 
mediate future must be considered as substandard 
and inadequate.” However, these hopes were dashed 
rather rudely by the Commission’s decision of last 
July 30, which extended for only 22 months to Decem- 
ber 1, 1955, the 15% increase under Ex Parte 
175, and then merely as a surcharge on top of the 
basic rate. In a subsequent detailed statement, the 
I.C.C. expressed doubt whether the carriers deserved 
a composite rate of return on freight and passenger 
service. This doctrine was particularly dishearten- 
ing in view of the passenger operating deficit of $642 
million suffered in 1952 and the low average return 
last year of 4.11% on net property investment. 


Offsetting Factors 


On the other hand, there are definitely bright 

























































Estimate of Effects of 10% Wage Increase 
Est. 10% an Hour (40s a % of 5) 
Est. 10¢ an Hour Annual Wage Increase Estimated 10% Wage 
Annual Wage Increase After 50% Tax (5) Increase After 50% 
(1) (2) (3) (4) Estimated Tax as % of 
Amount Per Sh. Amount Per Sh. Per Share Estimated 1953 
Railroad (000) Common (000) Common Common Earnings Per Share 
Atchison, Topeka & Santa Fe .................... $15,000 $3.13 $ 7,600 $1.57 $14.00 11.2% 
Atlantic Coast Line ~ eepeaste aie tes 4,400 5.34 2.200 2.67 15.00 17.8 
Chesapeake & Ohio 9,100 1.16 4,550 0.58 6.00 9.7 
Great Northern ...... be een ae, ; 6,900 y Si 3,450 1.13* 10.50* 10.8 
Kansas City So. System oo... 1,600 1.57 800 0.78 10.85 7.2 
Louisville & Nashville 200000000000... 6,900 2.95 3,450 1.47 12.00 12.3 
New York Central ae 24,000 3.72 12,000 1.86 5.75 32.3 
Northern Pacific Ne nc tess, panes ans . 5,700 2.30 2,850 1.15 7.00 16.4 
Pennsylvania ...................... fatter eee cack tres 30,600 2.28 15,000 1.14 3.50 32.6 
MOPED NRE 25 sc os a3 dikes success ce sanicdecccaess 18,900 2.09 9,450 1.04 7.25 14.3 
BOMGE RONNOY  o5 sce ccsssassscsoscesceaqsiscssienrsses: ~~ BROOD 2.81 3,650 1.41 12.50 11.3 
Union Pacific ....... 12,900 2.90 6,450 1.45 15.00 9.7 
*—Per share preferred. 
aiaemetae iiiecein DERE OTE SERRE LE A A A TEES, 
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spots in the railroad picture, especially over the 
longer term. One of the most basically favorable of 
these developments is the almost phenomenal indus- 
trial development of the South, South East, Gulf 
Coast, and Pacific Coast areas, which began in the 
war years and has been intensified since. This is 
indicated in the table index of gross revenues for 
Class I railroads and for the eight regional classifi- 
cations used by the I.C.C. 

The Central West, which includes California, the 
fastest growing state in the Union, has forged into 
the lead in the past two years, closely followed by 
the South West, which has benefited tremendously 
from the influx of the oil, chemical, aluminum and 
other industries into the Gulf Coast area. The South, 
with the expansion of the chemical, paper and elec- 
tric power industries in its territory and the in- 
creasingly southbound movement of the textile in- 
dustry, comes in a very respectable third. The North 
West, of course, suffers from the lack of industry 
in its area and its dependence upon fluctuating agri- 
cultural crop conditions. However, the North West 
and Pacific North West may well become an out- 
standing growth territory over the next few years, 
due to the building of gigantic public power and 
irrigation projects (Fort Peck, Hungry Horse and 
Bonneville), the potentialities of the taconite devel- 
opment in Minnesota as the high grade iron ore in 
the Mesabi range is exhausted, the finding of large 
oil reserves in the Williston Basin, and the substan- 
tial source of fuel in the untapped lignite deposits 
of North Dakota. 

The carriers of the Central East and Great Lakes 
regions, with their relatively short hauls, heavy ter- 
minal and switching expenses, and large percentage 
of high rate manufactured goods and slowly declin- 
ing coal traffic, have been hurt more than the aver- 
age by truck competition. The Pocahontas roads 
have been the principal sufferers from the inroads 
made by oil and natural gas into the bituminous 





coal market. New England has been a victim even 
more than the Central East and Great Lakes regions 
of the diversion of traffic to the trucks and also has 
been hit severely by the loss of a good part of the 
textile and shoe industries. 

This review of territorial traffic growth can not 
be concluded without a word about the Delaware 
Valley development in southern New Jersey, south- 
ern Pennsylvania and Delaware. Around the $400 
million U. S. Steel plant at Morrisville, Pennsylvania, 
across from Trenton, a huge new industrial complex 
is taking form. The Morrisville plant, which is ex- 
pected to be in large scale production by the end of 
the year, has an annual capacity of 1.8 million ingot 
tons, but this capacity can be quadrupled. The esti- 
mate of new plant and housing expenditures over 
the next five years in southern New Jersey alone 
has been raised to $2.9 billion from $1.5 billion only 
a year ago. The Pennsylvania and the Reading will 
be the direct railroad beneficiaries of this develop- 
ment. " 

A second major favorable factor in the long term 
railroad outlook has been the enormous strides in 
operating economies made in the post-war period 
and particularly in the past five years with the rise 
of vigorous, progressive and relatively young men 
to the top managements of many railroads. The 
greatest source of savings, of course, has been the 
diesel locomotive, which is generally believed to pro- 
duce an annual average return of 25% on the invest- 
ment. Class I railroads are now approximately 75% 
dieselized, but there is still room for considerable 
further operating economies through purchase of 
additional diesels. The Electro-Motive division of 
General Motors recently estimated that dieselization 
last year saved Class I railroads $604 million in fuel 
and maintenance costs alone and complete dieseliza- 
tion would have saved an additional $249 million, or 
an average of $18,000 per year for each and every 
serviceable steam locomotive. Experience has shown 


















































DATA ON 48 RAILROADS 
1952 Revenues———_—- Ind. 
Miles Total Rwy. Operating Times Earned Per Share 1953 
Operated —_‘ Freight Passenger Oper Rev. Ratio Fixed Chgs. Estimated Price Range —- Recent Div. 
(Th ds) —— (Millions) 1952 Earned 1952 1953 1953 Price 
Atchison, Topeka & Santa Fe . 13.0 $491.5 $57.5 $604.5 70.0% 25.3 $13.29 $14.00 103 -86 90 $5.75 
Atlantic Coast Line.......... 5.3 135.5 21.3 169.9 81.5 4.71 21.03 15.00 11934-8358 89 6.00 
Baltimore & Ohio 6.1 388.2 24.2 442.6 79.4 3.4 2.99 3.20° 303-20 22 1.00 
Bangor & Aroostool 6 12.1 4 13.1 77.5 3.2 5.13 5.30 225-1612 | oe 
Boston & Maine 1.6 66.8 11.9 89.8 80.7 2.6 (d)2.43  (d) .70° 13%- 7 8 
Central of Georgia : 7 36.8 2.4 43.3 82.7 5.3 4.60 7.00 4014-272 | ee 
Central R.R. of New Jersey 6 54.0 57 64.1 80.6 15 3.562 3.502 282-142 172 ees 
Chesapeake & Ohio 5.1 329.9 8.7 355.6 71.1 5.6 5.66 6.00 4158-3234 36 3.00 
Chicago & Eastern Illinois 8 28.3 3.2 35.3 75.5 5.1 3.76 4.15 23%4-12 15 .50 
Chicago Great Western 1.4 33.8 2 36.2 70.2 5.8 2.30 2.60° 2634-17 18 
Chicago, Milwaukee, St. Paul 10.6 222.4 18.8 269.4 82.4 5:7 2.32 3.005 223-1238 13 1.00 
Chicago & North Western : 7.9 160.0 yy BY 206.1 86.3 3.6 (d) 1.76 2.505 2112-13 14 
Chicago, Rock Island & Pacific... 7.9 174.4 20.5 213.9 72.0 12.7 13.58 15.50 767-59 63 4.50 
Colorado & Southern ; 17 13.7 9 16.3 69.1 16.8 5.65 6.35 6612-48 49 1.00 
Delaware & Hudson Co. 1.7 53.6 2.0 57.6 75.9 5.6 10.29 12.00 527-4012 44 4.00 
Delaware, Lackawanna & West. 9 74.0 99 93.1 769 2.8 1.03 755 15%-1038 12 .50 
Denver & Rio Grande West. 2.3 75.5 3.5 82.1 67.5 10.5 18.46 22.00° 97 -74 83 6.004 
Erie R.R. i 2.3 154.2 7.6 176.4 76.4 5.1 2.85 3.405 2272-1658 18 175 
Great Northern Pfd. 8.3 226.3 14.1 260.2 73.5 6.8 9.10 10.50 5856-47 49 4.00 
Gulf, Mobile & Ohio 2.7 81.7 49 92.8 70.0 8.3 6.74 7.25° — 38\%-27 30 = 2.00 
Illinois Central : 6.5 252.2 22.9 306.8 72.7 Ff 16.26 17.75 8812-658 71 4.50 
Kansas City Southern System 8 41.5 17 47.4 58.0 6.3 9.24 10.85 454-36% 38 2.50 
Lehigh Valley 2 70.4 3.9 78.5 76.1 29 1.52 3.205 2252-1438 16 
Louisville & Nashville ... 4.7 196.7 13.7 226.7 76.4 5.9 10.73 12.00 677%-55 62 5.00 
Minneapolis & St. Louis .. ee 21.9 A 22.9 75.6 : 3.50 3.75 2112-168 21 1.10 
Minneapolis, St. P. & S. $. Marie. 3.2 38.5 11 42.1 86.3 2.6 1.45 as wes CO... 
sieht em re eeneedenenenniemniineninmineine 
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1952 R 
Miles Total Rwy. Operating Times Earned Per Share 
Operated Freight Passenger = Oper Rev. Ratio Fixed Chgs. Estimated Price Range —- Recent 
(Th ds) (Millions) 1952 Earned 1952 1953 1953 Price 
Missouri-Kansas-Texas ......... 3.2 73.5 4.3 85.1 72.0 5.3 3.56 4.80 6%4- 42 5 
Missouir Pacific ............. dicavetacss ee 211.6 12.5 248.4 77.2 2.3 13.70 13.75 142- 6 
Nashville, Chattanooga & St. L.... 1.0 34.6 1.8 41.2 70.5 5.8 18.75 19.25 9934-74 79 
New York Central ..................... 10.7 581.2 124.3 806.9 84.5 1.6 3.83 5.75 2512-19 20 1.00 
N. Y., Chicago & St. Louis......... 2.1 154.9 2.0 162.7 67.4 8.4 8.15 8.50 4812-30 34 2.004 
N. Y. New Haven & Hartford 1.7 93.5 51.6 163.4 79.7 2.8 3.83 3.405 34 -19% 27 
Norfolk & Western 0.00.00... 2.1 180.7 5.4 195.6 70.8 37.0 5.05 4.40 5312-4148 a4 3.50 
Northern Pacific ................ Scie XO 156.5 7.1 177.8 80.5 3.3 6.38 7.00 84 -52 59 3.00 
Pennsylvania R.R. ................. .< 107 767.3 156.3 1,028.7 84.1 1.8 2.81 3.50 2334-18 19 1.50 
Pittsburgh & Lake Erie .................. my 42.3 9 45.8 81.2 9.68 12.00 75-57% 66 6.00 
Pittsburgh & West Virginia ........ a 8.3 ec, 8.5 78.4 3.8 3.03 3.20 2538-1758 20 2.00 
Reading Company .................. 1.3 116.8 6.9 131.9 77.4 4.3 6.34 7.00 337-2614 27 2.00 
St. Louis-San Francisco 5.0 111.6 6.8 129.2 74.3 4.81 6.37 6.505 3334-23% 25 2.50 
Seaboard Air Line ... 4.1 133.2 2 160.5 72.7 11.6 8.06 9.00 4512-3652 42 3.00 
Southern Pacific System 8.1 468.2 44.4 551.8 75.1 2.1 7.09 7.25 4934-3618 39 3.00 
Southern Railway ..... wet ae 230.7 20.0 271.6 69.2 5.2 9.57 12.50 4975-38 4! 2.50 
Texas & Pacific ... an Oe, 1.8 71.8 4.6 83.6 67.8 6.6 27.02 27.50 138 -103 108 7.00 
Union Pacific ...... re 9.8 438.7 39.6 520.2 74.9 23.9 14.56 15.00 11534-100 106 6.00 
Virginian Railway Es cabieentucndenenne 6 42.4 Jl 44.0 62.5 7.6 4.18 3.00 3534-2534 28 2.50 
Wabash Railroad ...... eee 101.7 ay 115.8 73.0 8.7 34.936 37.006 - ses 
Western Maryland pibaicedeivaveshies 8 44.8 a 47.5 70.3 4.5 8.00 10.50 32%-20 24 
Western Pacific ere < T 55.7 3.1 60.3 68.7 13.5 6.68 9.003 673-4612 51 3.00 
(d)—Deficit. 4—Plus stock. 

1_Includes contingent charges. 5—After funds. 

2-Class “A” stock. 6—Preferred stock after funds. 

3—On participating basis. *—To October 26. 























conclusively that the full extent of economies are not 
realized until a road is 100% dieselized and dupli- 
cate servicing facilities for steam locomotives are 
eliminated—and many important roads are far from 
being 100% diesel. In fact, certain roads, such as the 
Norfolk & Western, New York, Chicago & St. Louis 
and Illinois Central are barely making a start! Look- 
ing further into the future, the oil-burning gas 
turbine locomotive, which has already been used 
extensively by the Union Pacific, and the coal-burn- 
ing gas turbine may prove to be more efficient motive 
power than the diesel for tonnage freight and heavy 
passenger service. 

Other technological developments which are pro- 

ducing substantial operating economies include: 
The modernization of classification yards by 
automatic retarder and switching systems. The 
success of the Southern Railway’s Ernest 
Norris yard at Birmingham dramatized the 
savings in time and money realizable and has 
been followed by the inauguration of a series 
of new yard projects by other railroads, not- 
ably the Pennsylvania’s $34 million yard at 
Conway, west of Pittsburgh, now under con- 
struction. Including lower switching costs and 
per diem charges and the important intangible 
of time savings, the annual return on auto- 
matic yards has been estimated at 25%-40%. 

2. The mechanization of maintenance of way 
work through the use of automatic ballast 
tamping and cleaning and rail-laying machines 
and off-track vehicles, with an estimated re- 
turn of well over 100% in many cases. The 
Denver & Rio Grande has been a pioneer in 
this type of mechanization. 

3. The use of two-way radio in road and yard 
service permitting communication between 
cab and caboose, train and wayside station, 
one train and another within range of the base 
station, two wayside stations, dispatcher and 
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wayside station, and in car-checking opera- 
tions. The Erie has been a leader in this field 
with an investment of $1.25 million covering 
the entire 1,000 mile main line between Jersey 
City and Chicago. 
Centralized traffic control (CTC) and auto- 
matic signalling to effect payroll savings, in- 
crease track capacity and flexibility of opera- 
tions, and step up train speeds. The Atchison, 
Topeka & Santa Fe and the Union Pacific have 
made outstanding progress in the use of CTC, 
Sie produces an average return of 30%- 
0/0. 
The construction of cut-offs to straighten out 
curves and reduce heavy ruling grades, there- 
by increasing train speeds materially. Notable 
recent examples of this development are the 
Atlantic cut-off of the Rock Island, the Mis- 
souri cut-off of the Chicago, Burlington & 
Quincy, and the Serman Hill line relocation of 
the Union Pacific. 
Sale of property not necessary in railroad 
service, i.e., the New Haven and the Pennsyl- 
vania, and leasing of air rights over terminals, 
i.e., Gulf, Mobile & Ohio, Illinois Central, and 
Chicago Union Station. 
The systematic monthly and, in some cases, 
weekly budgeting of revenues and expenses, 
aided by the mechanization of office equipment. 
The speed with which the Baltimore & Ohio 
gained control of its expenses at the outset of 
the steel strike in June, 1952, demonstrated 
the benefits of a scientifically applied budget- 
ary systems. 
The substitution of roller bearings for journal 
bearings on freight cars, thereby practically 
eliminating “hot boxes” with their attendant 
expenses and delays, and cutting repair bills, 
terminal inspection man-hours and damage 
claims. Some close (Please turn to page 212) 
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A Unique Study of 


“Individualistie”’ 
Specialties 
By JOHN D. C. WELDON 


Y, almost any discussion of economics or the 
general stock market, frequent use is made of the 
phrase, “basic industries.” Such industries are steel, 
building, automobile, chemical, and petroleum, not 
to mention railroad transportation, and a few others 
of fundamental importance. 

Within each group are a number of leaders like 
United States Steel, Bethlehem, Republic and Na- 
tional Steel; Johns-Manville and U. S. Gypsum; 
duPont de Nemours, Dow Chemical, Union Carbide 
& Carbon, and Allied Chemical & Dye; Standard Oil 
of New Jersey, Gulf Oil and Phillips Petroleum. On 
an equal footing, or close up to the leaders in each 
of these groups are others, all giants when measured 
by net assets, scope of operations and earnings. These, 
in a sense, are the glamour companies that often 
capture the attention of investors. 

Because of the importance of the basic industries 
and many of the companies represented, investors 
have a tendency to concentrate on these issues. How- 
ever, in the search for stocks for income and possible 
appreciation, many investors may overlook the fact 
that other issues m special groups also are worthy of 
their attention. Some, because of sustained earn- 
ings and dividend payments over long periods, are 
attractive investment media suitable for active busi- 
ness men. Others, equally attractive from the yield 
standpoint, carry somewhat more speculative risk 
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because of the cyclical nature of their business. 

We have made an analysis of a number of stocks 
generally regarded as “specialty” issues, and from 
the list have selected 20 we believe meet the require- 
ments of the businessman seeking a return on a lib- 
eral basis, and who is willing, at the same time, to 
assume a greater speculative risk. Our selections are 
incorporated in the accompanying table, which also 
embodies pertinent data pertaining to each of the 
companies listed therein. 


What Is a “Specialty?” 


These are issues that represent companies oper- 
ating in fields, although not falling into the category 
of any of the basic industries, that constitute im- 
portant segments in the general economy. The term 
“specialty” applied to these companies is something 
of a misnomer, Giving the word a broad interpreta- 
tion, they are no more “specialty” manufacturers 
than is a producer of steels, derivatives of corn or 
petroleum. A good illustration is the General Time 
Corp. As its name implies, the company is a large 
manufacturer of wrist and pocket watches, and elec- 
tric and springwound clocks bearing such famous 
names as “Westclox” and “Seth Thomas.” Its sub- 
sidiary, the Haydon Manufacturing Co., produces 
various timing devices which are components of elec- 
trical appliances used in homes and industry. The 
Stromberg Time Corp., another subsidiary, is one of 
the foremost manufacturers of commercial wall 
clocks, time stamps, job time recorders, workers’ 
time clocks, and synchronous master control for use 
in factories, schools, hospitals and other institutions. 
The essential nature of its operations, together with 
the skills and facilities required for its diversified 
production, give the company important rank as a 
supplier of defense items. 

General Time’s contemporary, The Bulova Watch 
Co., through aggressive sales promotion has devel- 
oped as one of the foremost watch manufacturers, 
and has further diversified output with the intro- 
duction in 1952 of a (Please turn to page 000) 
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20 Specialty Stocks 














——1952—_ Earned Per Share | 
Ratio 
Working Current Indicated Indicated 
Capital Assets to Ist 9 mos, Div. Recent Div. ‘ 
(Millions) Liabilities 1952 1953 1953 Price Yield Rating COMMENTS 
BRICK & CLAY PRODUCTS: ee ae oem : 
1. General Refractories .............. $17.4 4.0 $4.39 $3.19 $1.60 20 8.0% H ar is of ena equa p men 
widely diversified users should hold net 
above dividend needs. 
2. Harbison-Walker .................... 17.0 2.3 4.84 3.52 2.004 25 8.0 H F te fis tory co i 7 lle gre 





placement sales. Dividend should hold at 
current rate. 





CLOCKS & WATCHES: . 
| MONOID ecrcaresusiscccccscssestndasanseste 23.4 25 4.131 1.316 3.00 28 7.8 H Aggressive sales pr 





and '° 
tion of new products enhances outlook. 
Current dividend should be maintained. 











* 5 Di ified ¢ provides sound earnings 
FORO FUSS nies discdicteccnssassse 17.2 5.2 4.08 2.02: 2.00 28 al L paragon rae 7 esate Aeon — 
parative conservative dividend. 
A lical busi ati riations in 
ENGINES: ® pth. sag Well entrenched & field and has ; 
1. Hercules Motors ...................... 97 3.7 2.16 355 1.00 16 6.2 H strong finances. Dividend should hold. ; 
2. Waukesha Motor .................... 12.2 3.1 1.69- 1.00 14 7.1 H_ Closed fiscal year July, 1953, with divi- 
dend amply covered. In strong financial 
position and should continue dividends at 
current rate. 
FIREARMS: 
RO TAME Solis Siisidiiccisivcescencss 10.9 3.7 2.32 1.62 1.00 12 8.3 U_ Has earned dividend by wide margin in 


recent years. 1953 net expected to equal 
1952's $2.32 a share. Current dividend 
should hold temporarily. 





FLOOR COVERING: 


Continued diversification adding to earn- 

1. Armstrong Cork .................05 39.7 2.7 5.47 4.98 3.00 52 5.7 L lapse Gaus te enman eet 
ing widening dividend coverage. 

. 5 Suffered from carpet industry debacle in 

PD Rietia COMOD <50.2<<- 5. 2c0sciccsscanesns 7.6 3.7 94 .32° .60 10 6.0 H 1952. ectoe poe we be te coe, 

and modest dividend should be maintained. 

















FURNITURE: 


. A i . Moderate gain in net likely in current year. 
1. American Seating ................ . 10.4 6.0 1.89 2.25 1.00 22 45 " temaaime anti good. Should maintain 
current dividend rate. 
° 5 q 7 Sustained volume carryin: t above last 
IN so stoic isevccccev ene 45.9 4.0 4.79 2.46 2.50 29 8.6 H poe vs $4.79 . He sor Rene he comes 
tive dividend should be maintained. 








LUMBER & WOOD: 


. 5 Diversified interests in matches, lumber, 
1. Diamond Match ..................... 41.6 9.3 3.20 1.47 2.00 ad 59 t building materials, and chemicals. 1953 net 
should equal good 1952 showing. Dividend 

should hold. 
3 6 Lower 1953 net likely, but should more 
DiS PIV WOR 6a cisciskcsescstesersas 32.9 5.7 3.33 .83 1.40 22 6.3 U paneer pa mer Boas Underlying 
position sound but company subject to 


iP 








PENS & PENCILS: 


5 Busi highly petitive, but intensi 
SUE MIINOIINED << sok coo cocescecgs cubeereenrss 8.1 3.2 1.86 .64 1.40 13 10.7 U pee sags Ms "9 au aan Pros Ae or 
earnings above current dividend needs. 
5 One of the foremost in the fountain 
DRG. Ge x cscesvcccssisscacescess 8.9 1.5 2.35 85 1.60 25 6.4 H Sold, with relatively ps Pre son jeer 
long dividend record. 








PLASTIC MATERIAL: 


Expected to show good earni ain thi: 
1. National Vulcan. Fibre............ 6.0 47 1.11 1.45 .80 11 7.2 H pons ped ae “vt ‘ seinen gate iis 
prospects favorable. Dividend should hold 
at current rate. 
mee i i q Sharp ings gain indicated for current 
PP MGMIIRED occas seisasieicsncrsecaagszesysto4 Ta 3.9 4.04 4.03 2.00 49 4.1 L youn thas anak cemadionuemede eatin 
increase dividend rate. 








PRINTING EQUIPMENT: 


Improved demand produci t of $1.02 

1. American Colortype ................ 6.4 3.0 2.21 1.02 1.00 20 5.0 U a —_ Fone ag ci egg sly : Blt, 

| ing fair coverage for current dividend 

needs. 
ij x Ist half-year net up, with i diate out- 
RRORI soo oo csen sect rneeeces 8.7 5.8 3.11 2.67 1.05 33 3.2 H look mn pay ao diviz 
dend earned by wide margin. 

167 ] . Earnings subject to year-to- i 7 

3. Mergenthaler ................0:000 19.5 7.1 3.41 2.16 2.50 26 9.6 U 1953 fee apf aig, —_ peo a. 
should be ample for dividend needs. 











1—Year ended March 31, 1953. 8_First fiscal quarter. 

2—Year ended July 31, 1953. 7—9 months ended June 30, 1953. 
3—Year ended April 30, 1953. Rating: H—Hold. aa 
4—Plus stock. L—Longer-term possibilities. 
5—First 6 months. U—Outlook uncertain. 
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Candidates for 
Extra Dividends 


By OUR STAFF 


3. recent years, the payment of extra divi- 
dends has become the established practice for many 
successful companies who prefer this method of re- 
warding their stockholders rather than through the 
older and more conventional route of raising their 
regular dividend rates. As a rule, payment of these 
extra dividends, which are termed variously—in some 
cases, special, and others, year-end—takes place at 
the end of the calendar year, regardless of the fiscal 
year. 

The chief objection that more conservative invest- 
ors hold to the newer practice in the method of divi- 
dend payments is that it is more difficult than in 
former years to determine the precise total amount of 
dividends likely to be received in any one year. This, 
in turn, has the effect of creating some uncertainty 
about the actual size of the yield obtainable. 

Regardless of this technical disadvantage, extra 
dividends are always received with especial pleasure 
by investors. It is not surprising, therefore, that 
they should be diligently seeking stocks on which 
extras are likely to be paid. In order to assist invest- 
ors, we have made a special analysis of those com- 
panies which seem in the best position to take favor- 
able dividend action in the not distant future. Out of 
some thirty odd companies which we found to be in 
a logical position to declare extras, we selected five 
with the highest margin of earnings over dividends 
and which are consequently in the best position to 
increase their distributions to stockholders. In addi- 
tion to prospective extras these stocks have also been 
selected on the basis of their outlook for the coming 
year. 

While the exact amount of the oncoming extras 
cannot be forecast, it is probable that these amounts, 
added to the regular payments, would bring the aver- 
age yield of the five stocks up to around 7%. Data on 
the financial factors for each company is added. 
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“iets ZC | 
Aviation & Auto Equip ; Price 
SoS Sass 1929 - 1935 
SE AR : High - 104% 
tt : Low - % 
Fundea Debt: None : 
Shs cap Stk: 2,117,453 - $5 par 
Fisca) Year: Sept. 9 a 
ae 
1 | Na | 
7. —— 
= HH 
* sh 3 v : 
: u % rt 
—¥ tH met tt tt = 
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s : Lj La A TL : a 
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t iu — 
— 
: = 
; =i 
THOUSANDS OF SHARES 
+ : 
ena { TOE *9 months 
Tre Cur ETrerin aT rer TAPE PLATA APY rrevves PP? TUHTTE 
1942 1943 1944 1945 1946 1947 1948 1949 1950 1951 1952 1953 
5.90 6.95 7.22 7232 37 7.58 5.33 | 5.23 8.00 5.58 7.22 | #59 
4.00 3.00 3.00 3.00 | 2.00 2.00 3.00 | 3.50 5.00 3.00 3.75 
30.2 4.2 49.3 72,0} 61.1 63.1 | -69.9 | 73.3 83.6 76.7 79.1 Gp 





BENDIX AVIATION CORPORATION 


BUSINESS: Manufactures a broad line of precision instruments and other 
essential equipment for the aircraft, automotive, electronics, railroad, petro- 
leum, and many other industries. 


OUTLOOK: Bendix, although it has not as yet released its operating report 
for the full 1952-53 fiscal year ended Sept. 30, last, is estimated to have 
achieved new record highs in net sales, royalties and other operating income, 
surpassing the previous year’s all-time peak of $508.7 million. For the nine 
months to June 30, 1953, sales of $478 million showed a gain of slightly 
more than 25% over the $382 million reported for the like period of 
1951-52. Net earnings for the nine months to June 30, this year, were equal 
to $5.96 a share, against $4.88 a share last year, for which the full 12 
months’ net amounted to $7.22 a share, after Federal income taxes, includ- 
ing EPT that alone took $4.16 a share out of net earnings. Out of total 
earnings of $66.4 million in the five years to Sept. 30, 1952, Bendix 
retained 45%, or approxmiately $30 million, to expand production facilities 
and improved processes, emphasizing at the same time research and engineer- 
ing looking toward further diversification of the company’s future business. 
Meanwhile, in the five years to the end of the 1952 fiscal year, net worth 
has been built up from $84 million to $112.8 million, or from $39.70 to 
$53.29 a share, with approximately $17 million being added to net plant 
and equipment, bringing the total net value to $38.1 million, as against 
$21.8 million at the close of the 1948 fiscal year. The capitalization of 
Bendix has remained unchanged over the last decade. It has only one class 
of stock of which 2,117,453 shares are outstanding. Because of constant 
expansion requiring capital expenditures, regular cash dividends on the 
shares will probably hold at the conservative 75 cents a share quarterly 
rate, but it is believed that at the dividend meeting scheduled for Nov. 25, 
a year-end extra may be declared or consideration may be given to pay- 
ment of a stock dividend. 


DIVIDENDS: Except for the years 1933-34 and 1938, Bendix’s unbroken 
dividend record extends over a quarter of a century. 


MARKET ACTION: Recent price of 61, compares with a 1952-53 price range 
of High—68%, Low—45¥. 


COMPARATIVE BALANCE SHEET ITEMS 
Sept. 30 June 30 
1944 











1953* Change 
ASSETS (000 omi'ted) 
TOTAL CURRENT ASSETS : $283,654 $254 379 —$ 29,275 
Net Property asec oanesysisnccasginn> aaa 43,733 + 28,869 
Post-war Ref. of E.P.T. 14,148 — 14,148 
Invest. & Misc. Assets ore 3,302 3,183 os 9 
Prep. & Dfd. Charges ; sackets 690 6,090 + 5,400 
TOTAL ASSETS sicasbavstssessecesceo! PON pOme $307,385 —$ 9,273 
LIABILITIES 
Notes Payable to Banks ..............0..000....... $ 51,000 —$ 51,000 
Acc. Payable & Acers. .............cccccccecceseeeee 52,920 $136,885 — 83,965 
Tax Reserve aa seosscess, 39,498 — 34,216 
Res. for Reneg. Refund .... ek 55,000 aa — 55,000 
TOTAL CURRENT LIABILITIES o.oo... . 232,634 176,383 — 56,251 
Reserves 25,080 11,906 — 13,174 
Common Stock 10,587 10,587 vegas dal 
Surplus . Sean 48,357 108,509 + 60,152 
TOTAL LIABILITIES $316,658 $307,385 —$ 9,273 
WORKING CAPITAL .... scucsseesusssecouencontore $ 51,020 $ 77,996 +$ 26,976 
CURRENT RATIO 1.2 1.4 +t a 


*-U dited, interim 
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COODRICH (B. F.) CO. 
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EX-CELL-O CORPORATION 


BUSINESS: Diversified operations include manufacture of precision machine 
tools, precision parts for the aircraft and other industries, cutting tools, 
and milk packaging machines together with paper milk containers, manu- 
factured and sold under the trade name ‘’Pure-Pak.”’ 


OUTLOOK: The postwar record of Ex-Cell-O Corp., is one of continuous 
growth. Net sales, amounting to $19.3 million in 1946, have increased in 
each year to a peak in 1952 of $88.9 million. Over the same period, net 
earnings have expanded from $1.2 million, equal to $1.72 a share, to $5.7 
million, the equivalent of $8.16 a share. Ex-Cell-O will probably set new 
records in sales and earnings for 1953. For the 9 months to August 31, this 
year, net sales of $71.4 million ran $7.7 million ahead of the corresponding 
months of last year. Earnings for the capital stock in the 1953 nine months 
amounted to $5.27 a share, after giving effect to a 10% stock dividend 
paid last April. Estimating conservatively, net for the full 1953 fiscal 12 
months, ending Nov. 30, should approximate $7.25 a share, after allowing 
for a greater take from this year’s earnings by EPT. Last year this tax took 
$4.90 of earnings for each share of stock outstanding. Ex-Cell-O has no 
funded debt nor preferred stock. Its only capital obligation consists of 
772,812 shares of common stock currently outstanding. The equity of share- 
owners in the seven years since the beginning of 1946, has more than 
doubled, increasing from $1.6 million of $27.8 million at the clase of the 
1952 fiscal period, or from $16.63 to $39.71 a share. Within these years, 
$14.9 million of earnings have been reinvested in the business, as against 
total cash dividend payouts of $8.1 million, with 1952 distributions being 
less than 25% of the year’s per share earnings. Obviously Ex-Cello-O could 
readily increase its cash dividend or declare a larger stock dividend than 
the 10% paid in 1952 and again early this year. The latter action seems 
more probable in view of long-term debt restrictions and provision for 
further expansion. 


DIVIDENDS: Payments have been made in each of the last 18 years. The 
current rate, $2 a share annually, has been maintained since the 50% 
stock dividend paid in 1950. 


MARKET ACTION: Recent price of 47, compares with a 1952-53 price range 
of High—5934, Low—395. 


COMPARATIVE BALANCE SHEET ITEMS 





1944 1952 Change 
ASSETS (000 omitted) 
Cash & Marketable Securities $ 10,546 $ 6,619 $ 3,927 
Receivables, Net sbreon 4,196 10,398 t 6,202 
Inventories ; é 7,617 15,314 t 7,697 
Other Current Assets 542 +4 542 
TOTAL CURRENT ASSETS 22,359 32,873 + 10,514 
Net Property .. 2,680 22,133 + 19,453 
Intangibles 673 955 4 282 
Other Assets 1,663 mad — 1,663 
TOTAL ASSETS $ 27,375 $ 55,961 +$ 28,586 
LIABILITIES 
Notes Payable—Banks $ 5,400 —$ 5,400 
Accounts Payable 1,201 4,916 ft 3,715 
Tax Reserve 5,719 8,124 + 2,405 
See 3,101 2,831 — 270 
TOTAL CURRENT LIABILITIES .......... at 15,421 15,871 4 450 
Other Liabilities ....... me $ 189 2,294 + 2,105 
Reserves .. een eee eesti as 950 150 -- 800 
long Term Debt . 9,750 + 9,750 
Capital Stock . 1,196 2,107 ob 911 
Surplus i 9,619 25.789 + 16,170 
TOTAL LIABILITIES ..... .. $ 27,375 $ 55,961 +$ 28,586 
WORKING CAPITAL . $ 6,93 17,002 +$ 10,064 
WCPAT AWN oon. a5.cccncesccsccscnecdscjusseresnsocneaes 1.4 2.0 + 6 
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THE B. F. GOODRICH COMPANY 
BUSINESS: The company ranks as one of the “big 4” of the tire manu- 
facturers, and is also a producer of a broad line of industrial and other 
rubber products, chemicals, plastics, and elastic yarns. 


OUTLOOK: The B. F. Goodrich 10-year record since 1943, is one of almost 
constant growth. Net sales during the period increasing from $374.4 million 


to a peak of $637.7 million in 1951, 


dipping to $624.1 million last year, 


a decrease of 2.1% because of labor stoppages, but rising again in 1953 to 
what probably will be another all-time high in excess of $650 million. For 
the first half of the current year to June 30, net sales of $350 million were 
$53 million greater than in the like period of 1952, and net earnings 
expanded to $4.03 a share, as compared with $3.46 and $3.79 in the first 
half of 1952 and 1951 respectively. For the 12 months of 1952, net was the 
equivalent of $7.60 a share, as compared to $8.15 a share for the previous 
year, a figure that should come close to being duplicated for 1953. Not- 
withstanding these comparatively high earnings, Goodrich has adhered to 
a conservative dividend policy, paying out to common shareowners a maxi- 
mum of $2.65 in dividends in 1952, including a year-end special payment 
of 50 cents a share. In the 7 years from 1946 to 1952, total dividends on 
the common stock were $68.5 million. 
retained $126.3 million of earnings for the business. It increased net worth 
from $127.1 million to $201.3 million, 
$420.6 million, and net working capital from $113.3 million to $197.1 
million. The company split its common stock on a 3-for-1 basis in 1951. Since 
then the payments on the shares have been at the regular rate of 65 cents 
quarterly which is likely to be supplemented at a dividend meeting scheduled 
for Nov. 17, by another year-end extra equal to or in a more substantial 
amount than that distributed in the previous year. 


In the same period, 


the company 


net assets from $239.4 million to 


DIVIDENDS: Payments on B. F. Goodrich common have been made in each 
of the last 29 years. 


MARKET ACTION: Recent price of 70, compares with a 1952-53 price range 
of High—80%¢, Low—55%4. 


COMPARATIVE BALANCE SHEET ITEMS 


ASSETS 


Cash 


Marketable Securities 


Receivables, 


N 


Investments 
TOTAL CURRENT ASSETS 
Net Property 
Invest. & Rec. 
Other Assets 
TOTAL ASSETS 


LIABILITIES 


Bank Loans 
Accounts Pay. & Acer. 
Tax Reserve 
Curr. Mat. 


TOTAL CURRENT LIABILITIES 


Other Liabilities 
Reserves 
Long Term Debt 
Preferred Stock 
Common Stock 

Surplus 
TOTAL LIABILITIES ... 
WORKING CAPITAL 

CURRENT RATIO 


et 


Dec. 31 
1944 


$186, 898 


$ 642 
21,415 
21,335 


43,410 


2,520 
12,307 
26,659 
24,722 
44,026 
33,254 


$186,898 
$ 74,769 
2.7 


June 30 
1953 Change 
(000 omitted) 
$ 22,255 +$ 9,652 
43,149 + 42,654 
108,984 + 60,697 
137,784 + 80,990 
312,172 + 193,993 
109,057 + 53,764 
4,600 + 2,578 
1,941 ~ 9,463 
$427,770 -+$240,872 
$ 1,429 +$ 787 
44,294 + 22,879 
60,109 38,756 
574 574 
106,406 62,996 
— 2,520 
51,781 + 39,474 
56,324 t ; 
— 24,722 
41,870 2,156 
171,389 + 138,135 
$427,770 +$240,872 
$205,766 +$130,997 
3.0 -t- 
199 














LOUISVILLE & NASHVILLE RR. 


SPERRY CORPORATION 
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fry Fixeo Oblig: $259, 789, 116 - t rea 
t Shs.: Common: 2,340,000 - $50 par . 
P Fiscal Year: Lec.* 31 - : — 
c t 1 —4 2 
— | — —- 
t+ THOUSANDS OF SHARES aE! EAR: 
Zs 7 + 10 : ent’ Sarena Z BETAS = 
1 : = = Se ee E acme ae 24 oes emma 
4 : ji t } : tr il m rn fi} 4 4 tt 7a AT STS TT - 
4 - : tT i = - i 
o42 1943 19044 1945 1946 1947 1948 1949 1980 19m 1952 1983 1942 1943 1944 194! 1946 1947 1948 1949 1950 1951 
128 | 9.07 | 7.95 | 7.49 | 4.95 | 5.68 | 7.91 | 3.51 | 10.39 | 9.74 | 10.72 #10.23RaRMH 2.87 | 3.55 | h.05 3.u5| 3.65 | 2.79} 4.32 | 2.62 | 4.72] 5.36 
i250 | 3.50 | 3- 3.513] 3.52 | 3.52 | 3.52 | 3.52 | 3.52 | 4.00] b.50 ow. 1.50 | 1.50] 2.00 | 2.00] 1.50] 1.50] 2.00 | 2.00 | 2.00] 2.00] 
16,0 | 40.7 L5.6 L8.h 2.5 | 2.5 70.7 13,6 S12 61 35,3 [We Crs |_22.7 | 31.1 45.7] 37.0 31.7 | 37.2 57.5 54.6 53.6 



































LOUISVILLE & NASHVILLE RAILROAD CO. 


AREA SERVED: The company’s rail system, extending from Cincinnati and 
St. Louis, and running southward, traverses the rapidly developing indus- 
trial middle-South. Its lines also extend along the increasingly important 
Gulf Coast from New Orleans eastward to Pensacola, Fla. The road has 
valuable connections for the interchange of traffic with the Atlantic Coast 
Line which owns 35% of L & N’s shares. 


OUTLOOK: On the basis of first nine month’s results to Sept. 30, last, the 
current year promises to be the greatest in L & N’s 103-year history. Factors 
contributing to the expanding earning power of the road are the greater 
volume of freight traffic resulting from the growth of industrial activity in 
its area, and the higher operating efficiency brought about by dieseliza- 
tion, 2 modern rolling stock, and mechanization of roadway and 
e. Since the end of World War Il, the company 
has sngnaded over $208 million for such improvements, and at the beginni 






















































THE SPERRY CORPORATION 


BUSINESS: Products of the company’s subsidiaries and divisions include 
electronic equipment, gyroscopic devices, computing systems, and other 
instruments for aeronautical, marine, military and commercial application, 
missile and weapon conirols, air and sea navigati i t , hydraulic 
equipment for military, automotive and industrial application, farm equip- 
ment, radio, radar and television components, special machinery, and 
many others. 

OUTLOOK: For the six months to June 30, this year, Sperry showed net 
earnings equal to $3.84 a share. On the basis of this showing, net for the 
full year is likely to approach $7.50 a share, the highest rate of earnings 
in the company’s 21-year history, and almost double the per share earnings 
realized in 1944. On that, the biggest of the war years actual net income 
amounted to $7.7 million, as compared to $7.9 million earned in the first 
half of 1953. Except for 1949, per share earnings have been in a con- 








of 1953 had appropriated over $48 million for further improvements. 
Sharply reflecting the greater operating efficiency is the reduction of 
operating ratio from 77.8% in the first nine months of 1952, to 71.5% 
in the like period of 1953. Gross revenues in the first three-quarters of 
this year, amounting to $177.4 million, represented a gain of $10.3 million 
over the same months of last year, while net earnings increased from $7.09 
a share to $10.23 a share. Estimating on a conservative basis, L & N’s 1953 
net should approximate $12 a share, as compared to $10.73 a share in 
1952, $9.74 a share in 1951, and $10.39 a share in 1950. In the three 
years to the end of 1952, the company has been able to carry to surplus, 
after dividends and appropriations, a total of $44 million. 


DIVIDENDS: Although L & N has already declared an extra payment of 
$1 a share during the preparation of this article, thus bringing its total 
1953 dividend distributions to $5 a share, we are including this stock 
among the five selected because of the unusually high yield. In view of the 
company’s earnings outlook, it would be reasonable to expect an even 
higher dividend for next year. 


MARKET ACTION: Recent price of 60, compares with a 1952-53 price range 
of High—67%, Low—52%4. 


COMPARATIVE BALANCE SHEET ITEMS 


















December 31 
1943 1952 Change 

ASSETS (000 omitted) 
EAD LALIT $ 74,986 $ 29,879 —$ 45,107 
Receivables, Net 34,536 24,136 — 10,400 
Materials & puadti 11,319 18,009 + 6,690 
Gieor Assots ..................... 1,175 1,342 ao 167 
TOTAL CURRENT ASSETS 122,016 or 366 — 48,650 
Road and Equipment ...... 477,005 634/394 -+ 157,389 
Donation & Grants ....... (er) 1,870 (er) 4, 599 + 2,729 
Accrued Deprec. & Amort. . (er) 113,165 (er) 168, 990 + 55,825 
Investments and Funds .. 25,528 64, + 39,016 
Other Assets .................... 8,985 5,298 — 3,687 
RII ane cca dainsas xsdoneas varpvnnnendtcevonth $518,499 $604,013 +$ 85,514 
LIABILITIES 
TOTAL CURRENT LIABILITIES ...........0.00000.. $ 81,278 $ 37,971 —$ 41,307 
Other Liabilities 3,446 2,961 a 485 
Accrued Deprec.—Lsd. Prop. ..........cccccecccecees  sesseeseeees 643 a 643 
Other Unadjusted Credits 7,324 6,217 — 41,107 

259,696 + 53,159 

Lf ee 
RES 2 TE 102, 914 179,525 + 76,611 
TOTAL LIABILITIES .... $518,499 $604,013 +$ 85,514 
WORKING CAPITAL .. $ 40,738 $ 35,395 -—$ 5, 
CURRENT RATIO a 1.5 1.9 4 








ti uptrend since the beginning of 1947, increasing from $2.79 a share 
in that year to a record $6.75 a share in 1952, when EPT took $4.48 a 
share out of earnings. Military orders have contributed heavily to total 
volume—combined backlog last June totaled $613 million—but expansion 
of commercial business in recent years has also been a factor in earnings 
growth. In the six years to the close of 1952, Sperry paid in dividends 
$23.3 million, or but about 43% of net income of $54 million. In the same 
period, Sperry’s working capital grew from $31.7 million to $57.4 million, 
and net worth increased from $43.8 million to $68.5 million, while the 
capital stock, now outstanding in the amount of 2,085,045 shares, increased 
by 54,480 shares. After holding annual dividends to $2 a share in each 
of the five years to the end of 1952, the rate was increased to 75 cents 
quarterly in 1953. Final quarterly payment is expected to be declared 
sometime around Nov. 18, and it is believed that at that time or perhaps 
early next year directors may see fit to declare an extra cash payment or 
possibly give consideration to a stock dividend. 
DIVIDENDS: The company has an unbroken dividend record that had its 
beginning in the first year of its corporate existence and maintained over 
22 years. 
MARKET ACTION: Recent price of 44, compares to a 1952-53 price range 
of High—48%, Low—3112. 

COMPARATIVE BALANCE SHEET ITEMS 














































Change 

ASSETS 
Cash & Marketable Securities —$ 29,084 
Receivables, Net .................... + 20,033 
Inventories ................ + 15,918 
Other Current Assets ............ — 7,891 
TOTAL CURRENT ASSETS — 1,024 
Net Property .......... + 27,467 
ONIN ccansacsenssersasecncesesososone — 061 
Refund. Exc. Prof. Tax — 8,954 

NN oo TES soos, cSuisccsccs icenssuadsaniieainortiass + 879 
TOTAL ASSETS ...... +$ 18,307 
LIABILITIES 
Notes Payable—Banks —$ 11,000 
Accounts Payable .................... + 11,031 
A ee — 3,051 
Tax Reserve ye — 4,302 
Other a & _- ae — 45,228 
Prog. SoMR: Be MMe <ccanissesncesvese 25,196 + 25,196 
TOTAL ‘CURRENT LIABILITIES 146,549 — 27,354 
Other Liabilities ,350 + 1,350 
Reserves ...... 1,961 — 10,813 
2. eee 19,400 + 19,400 
ee Stock ...... 2,063 + 047 
eae 66,516 + 35,677 
TOTAL LIABILITIES . $237,839 +$ 18,307 
WORKING CAPITAL . $ 57,478 +$ 26,330 
CURRENT RATIO ... 1.4 oe 4 
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A Comparison 


of 2 Giants 


—C.1.T. Financial 


and Commercial Credit 





By PHILLIP DOBBS 


be ; wo giants in the consumer credit field, the 
C. I. T. Financial Corp., and the Commercial Credit 
Co., have, for almost a half century, supplied a good 
part of the credit base for this country’s mass-pro- 
duction system. By making credit available, especially 
to the middle income group, in accordance with high 
credit standards, the two companies have contributed 
substantially to the creation of our dynamic economy. 
Because of it, manufacturers of automobiles and all 
sorts of durable consumer goods have been able to 
broaden their markets and increase employment; and 
countless millions have been able to rise to a higher 
standard of living through ownership, on the time- 
payment plan, of the numerous devices that lighten 
the domestic work burden or which push back the 
horizons of their world and add zest to life. 

The furnishing of consumer credit services, how- 
ever, is but one phase of the over-all operations of 
both C. I. T. Financial and Commercial Credit. C. I. T., 
like Commercial Credit carries substantial amounts 
of retail motor vehicle instalment obligations. As of 
last June 30, the former’s total receivables in this 
classification amounted to $856.4 million. Commer- 
cial Credit’s volume of the same kind of paper on 
the same date, totaled $574.4 million. Both organiza- 
tions also engage in “wholesale financing” of current 
wholesale purchases by distributors and dealers from 
manufacturers of products usually sold on a time- 
payment plan, while carried in dealers’ stock await- 
ing resale to customers; and in addition to financing 
instalment obligations, other than automobile pur- 
chases, engage in “commercial financing” and 
“factoring.” 

Through insurance subsidiaries, C. I. T. writes fire, 
theft and collision insurance in connection with auto- 
mobile financing operations, and through National 
Surety Co., and National Surety Marine Insurance 
Corp., also subsidiaries, the company writes fidelity 
and surety bonds, burglary, performance, casualty 
and similar insurance policies. 
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Commercial Credit, through subsidi- 
aries, also writes insurance policies cov- 
ering new and used automobiles and 
trucks against fire, theft, collision, and 
accidental physical damage, usually con- 
fining such coverage to vehicles sold on 
the instalment plan and financed by the 
company’s consumer credit divisions. 
Other insurance activities of the com- 
pany, through subsidiaries, embraces 
credit insurance covering manufactur- 
ers, wholesalers, mills and converters 
against excessive losses on accounts re- 
ceivable, and the writing of individual 
or group health and accident insurance, 
including hospitalization and surgical 
benefits. 

Commercial Credit’s interests diverge 
sharply from that of its contemporary 
in the consumer and other credit fields 
by reason of its 100% ownership of eight 
manufacturing companies in diversified 
industries. These produce among other 
products roller and ball bearing equip- 
ment, and related machine tools, print- 
ing machinery and presses, pipe fittings, 
name plates, instrument dials and prod- 
ucts made from metal, glass and plastics, 
steel valves, pork products, as well as 
recently (Please turn to page 220) 
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Post-War Record 








C.1.T. Financial Commercial 























Corp. Credit Corp. 
1946 1946 
Earned Per Share $ .51 $1.08 
Div. Per Share .... $ .80 $1.00 
Price Range ............ . 2252-14% 2934-18 
1947 1947 
eee Pee SI i. 5c acsccssseiccssecscssectarecctinnsce’ “QUAN $1.93 
BON WO UNO, se cascccincecccecesessviessctactecsseicere  SQORME $1.00 
Price Range............ rendu tesenectadeesocaveeiaecsanveucsage 19%4-15 24%-18 
1948 1948 
ee LOO ee a ee $1.83 $5.50 
[ell CL rere ee oa ee ae $ .80 $1.60 
MUNIN A o05scavcehceccexaxicstpesticeelcaciecd: 1914-142 2654-181 
1949 1949 
Earned Per Share ............0....cccccc. $2.72 $4.58 
Div. Per Share ............... Sorel eens ear $1.20 $2.00 
MRNRM NNO 2c Soendcecnesdanece . 2334-1634 30 -23 
1950 1950 
Meuraieee CO SIG 5. ios s oc cs sicsasesacecaceconersdine $3.22 $4.32 
iis ON EE cco one cc cc cee fot ce daseeccease, $2.00 $2.40 
yee Wo 83s 2s cics eceastersuaveeise pee. 274-165 3358-2134 
1951 1951 
MNO GW UNO ooo 5. 6 dS scecaccaseccaoedscccece $2.92 $4.33 
ON OO RE TRO oe ee ee eek $1.80 $2.40 
LO "RR Ser Reps ere ee aera ee Rae 23 -17% 305-2242 
1952 1952 
eee ONO «5222 tke ak ae $3.08 $4.34 
a OL SS ee ont aaNet oe $1.80 $2.40 
tL Ea Sen ee eRe eer Wen E.? 30%-2158 3834-28% 
1953 1953 
(1st 9 mos.) (Ist 9 mos.) 
Earned Per Share .................cccccccccscecessceeceesees $2.65 $3.84 
Indic. 1953 Div. Per Share.....................0000. $1.80 $2.40 
MEW UOR NEN oc e cco cicadas costes accu cantats aincecioes 30%4-2458*  385s-31* 
Ee] | 2 Sasi Sp eee een Paes ere ers 2812 36% 
po |! aap ere ee oom Ena er eens 6.3% 6.5% 





*—To November 4. 
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Slow But Sure 


Low-priced speculative stocks 
can move fast, either way, at 
times—but this is not such a time. 
In no phase of the bull market 
begun in June, 1949, did the “cats 
and dogs” get going to anything 
like the extent that they did in 
the upper reaches of all past bull 
markets of modern times. Their 
biggest splurge was in 1928, the 
next biggest in 1945 and early 
1946, the third biggest in 1936 
and early 1937. In most cases they 
reached their latest bull-market 
highs in 1951; and have been 
under gradual, irregular attrition 
ever since, persistently losing 
ground relative to the general 
market. High-grade, stable-divi- 
dend income stocks are always the 
slowest-moving section of the 
market; but they have reacted 
little in periods of market pres- 
sure to date, and, on average they 
are now close to best prior levels. 
They are the most “comfortable” 
stocks to own. Some examples: 
American Chicle, Beneficial Loan, 
Household Finance, Kroger, First 
National Stores, National Biscuit, 
Borden, National Dairy Products, 
Pacific Lighting, Melville Shoe, 
Commonwealth Edison, Vick 
Chemical, General Foods, United 
Biscuit, Kresge, Grant, and 
Wrigley. 


Utility Dividends 

The news on utilities, as re- 
gards earnings, dividends and ex- 
pansion plans, is more generally 
and persistently good than in any 
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other section of the market. An 
impressive percentage of all elec- 
tric utilities have increased their 
dividend rates during 1953 —in 
some instances, for example Con- 
solidated Edison, twice. Two re- 
cent boosts were those of Central 
& South West and Public Service 
of Indiana. On the basis of cur- 
rent earnings and indicated profit 
trends, many utilities probably 
will boost dividends at least mod- 
erately in 1954, if not before the 
end of this year. The following 
appear to be candidates for boosts 
sufficient to provide a yield 
around 6% or so on the basis of 
current market prices: Southern 
Company, Dayton Power & Light, 
Consumers Power, Minnesota 
Power & Light, Ohio Edison, and 
Montana Power. 





strength at this writing include 
Scott Paper, Minneapolis-Honey- 
well Regulator, Minnesota Min- 
ing & Manufacturing, National 
Lead, Eastman Kodak, General 
Electric, Boeing, Lockheed, Bor- 
den, Revere Copper & Brass, 
American Can, Aluminum Com- 
pany, Continental Can, General 
American Transportation and 
Lily Tulip Cup. On the whole, 
this runs heavily to a Blue-Chip 
list in quality, although not in 
price. 


Weak 

With the Dow industrial aver- 
age at a new recovery high, at 
this writing, virtually duplicating 
its rally high of the summer, here 
are a few of the weak sisters 
which have been sagging to new 
lows for the year or longer: Col- 














Strong gate, Congoleum, American Agri- 
Stocks showing exceptional cultural Chemical, American 
INCREASES SHOWN IN RECENT EARNINGS REPORTS 
1953 1952 
Kansas City Southern Rwy.......................5 8 mos. Aug. 31 $3.82 $3.34 
Republic Steel Corp....................:::csssesessees Sept. 30 Quar. 2.30 81 
Diamond Alkali Co........... .. 9 mos. Sept. 30 1.90 1.50 
General Instrument ........................60cccseeee 6 mos. Aug. 31 105 50 
Youngstown Sheet & Tube......................5. Quar. Sept. 30 2.41 -76 
| Allegheny-Ludium Steel .........................05 Quar. Sept. 30 1.18 56 
OS) oN errr ace eee 9 mos. Sept. 30 4.34 3.84 
General Electric Co.........................cssscceseees 9 mos. Sept. 30 4.03 3.28 
PecciMe MANS  ...........2 2. nen seeccseccesssercnessccconcescs 9 mos. Oct. 3 1.96 61 
Douglas Aircraft .................:cssscccseseeoeeeeees 9 mos. Aug. 31 11,09 5.63 
remeron 
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Bank Note, American Shipbuild- 
ing, City Products, Brunswick- 
Balke, Minneapolis Moline, Park 
& Tilford, Sterchi Brothers, West 
Kentucky Coal, Holland Furnace, 
Island Creek Coal, Best & Co., 
Nationa] Sugar and U. S. Ply- 
wood, 


Loan Companies 


Small-loan companies operate 
to a large extent on money bor- 
rowed from banks or otherwise 
obtained by short or medium- 
term debt financing. Hence, the 
declining trend of money rates 
will aid them appreciably, tend- 
ing to widen operating margins. 
Few lines of business hold up so 
well under busines recession. In 
the fairly severe slump year 1938, 
net of Household Finance, largest 
company in this field, dipped less 
than 4% ; that of Beneficial Loan, 
second largest, about 13%. In the 
mild recession year 1949, perhaps 
more comparable with likely 1954 
business conditions, both earned a 
little more than in 1948. House- 
hold Finance is at 4214, yielding 
over 5.6% on a secure $2.40 divi- 
dend rate. Its 1953 earnings prob- 
ably will set a new high around 
$4.50 a share. Beneficial Loan is 
at 36, yielding nearly 6.7% ona 
secure $2.40 dividend basis. Re- 
flecting recent sale of more stock 
for partial financing of expansion, 
especially in Canada, net this year 
probably will be in the vicinity of 
$3.75 a share, also a new peak, 
against $3.25 (adjusted) in 1952. 
For those wanting the maximum 
yield, consistent with reasonable 
safety of payments, this stock is 
decidedly the more attractive of 
the two. 


Records 

Demand for phonographs is 
strong, with big makers—the same 
companies that make radio and 
TV sets —belatedly introducing 


high-fidelity instruments. At the 
same time the record business, 
noted for unexplainable ups and 
downs, is having one of its best 
ups in a long time. There are two 
big companies in this field: Radio 
Corp., through its Victor subsidi- 
ary and Columbia Broadcasting, 
a subsidiary of which makes the 
well-known Columbia records. But 
profits from records are relatively 
small change to both these com- 
panies. There are a number of 
small, privately-owned record 
companies. The only Big-Board 
stock with a high record content 
is Decca Records, which also owns 
a controlling interest in Universal 
Pictures. This company’s profit 
trend in recent years has been 
uninspiring. The stock, around 9, 
on a 70-cent dividend basis, with 
earnings of 90 cents a share in 
1952 and probably no more this 
year, is no bargain. 


Movies 


The motion-picture stock group 
had its own bear market which 
started in 1946 and may have 
ended. Although earnings are at 
low ebb and the industry is hav- 
ing adjustment pains, the stocks 
as a group have so far held better 
on market sell-offs than in some 
time. Judging by the outstanding 
box-office success of “The Robe”, 
utilizing Twentieth Century-Fox’s 
wide-screen Cinamascope device, 
this version of so-called 3-D pic- 
tures may be the answer. But it 
requires a big investment in alter- 
ation of large movie theaters. The 
small neighborhood movie theater 
and its double features apparently 
are on the way out. Money can be 
made in long-run hit pictures 
shown in a few hundred big the- 
aters in populous communities. 
But the question is whether Holly- 
wood can make enough such pic- 
tures. Basically, that kind of show 
business may be about as hazard- 











General Dakine Cos:.....:505:..20c00s0600.cccbe cee 
Underwood Corp. 22.0022... eee 
Royal Typewriter Co. 

Continental Baking Serato 
Lehn & Fink Products......................... 
Seagrave Corp............ Fete oedh etegees 
United States Lines 
Howe Sound Co. 


Best Foods, Inc......... 


DECREASES SHOWN IN RECENT EARNINGS REPORTS 
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1953 1952 

39 weesk Sept. 26 $ .33 $ .80 
9 mos. Sept. 30 1.08 3.26 
Year July 31 2.32 2.62 
13 weeks Sept. 26 -76 89 

.. Quar. Sept. 30 31 72 
9 mos. Sept. 30 1.10 1.99 

.. 9 mos. Sept. 30 3.25 5.15 
Quor. Sept. 30 14 +35 
Quar. Sept. 30 1.42 1.95 
Quar. Sept. 30 -63 73 
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ous as producing Broadway 
shows, but it involves a much big- 
ger investment per picture than 
any Broadway show. 


Mixed 

We have a mixed—that is, selec- 
tive—market for the obvious rea- 
son that the earnings reports, 
profit prospects, quality ratings 
and dividend news are mixed. 
Here are some recent instances of 
good dividend news, in terms 
either of raised rates are larger 
year-end payments than were 
voted a year ago: Bohn Alumi- 
num, Champion Paper, Standard 
Oil (New Jersey), Texas Com- 
pany, Sylvania Electric Products, 
Firestone Tire, Socony-Vacuum, 
Inland Steel, Boeing, Revere Cop- 
per & Brass, Douglas Aircraft 
and Pittsburgh Plate Glass. On 
the other hand, here are some 
cases of omissions, deferments 
or reduced payments (whether in 
cash or stock): Georgia-Pacific 
Plywood, Lynch Corp., Alexander 
Smith, New Jersey Zinc, Sterling 
Aluminum Products, Internation- 
al Business Machines, Beech Air- 
craft, Ainsworth Manufacturing, 
M. & M. Woodworking, and Le- 
high Coal & Navigation. 


Stock Dividends 

International Business Ma- 
chines cut this year’s year-end 
stock dividend to 214% from 5% 
a year ago because of a Stock Ex- 
change rule that it will not ap- 
prove payments if the value of the 
stock dividend, at current market 
price, plus the cash dividend, ex- 
ceeds a year’s earnings. At the 
time the IBM management made 
its decision, a 5% stock dividend 
would have had a value of about 
$11 a share, which, with $4 in 
1953 cash payments, would have 
totalled some $15, against prob- 
able 1953 earnings between $10 
and $11 a share. The rule is not 
new, but evidently the Exchange 
has become more inclined to en- 
force it. This probably will affect 
other companies which have been 
paying fairly frequent stock divi- 
dends, although it is unlikely to 
be enforced in borderline cases 
where the payout in cash and 
stock is only a little above earn- 
ings. Such an instance is Sun Oil, 
which recently voted 8% in stock, 
worth about $6.25 a share. With 
the $1 cash rate, this is $7.25 for 
the year, whereas earnings may 
be nearer $6.50 of $6.75 a share. 
On the other hand, under the rule, 
it is questionable, if not improb- 

(Please turn to page 222) 
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The Business Analyst 


What s Ahead por Rusiness? 


By E. K. A. 


The various divisions of the textile industry may be in for 
rather tough sledding in the months ahead. Retail sales of 
apparel and household items this Fall are not living up to 
earlier expectations. Although sales of clothing ordinarily are 
slow in responding to any 
slowing down in employ- 
ment and mass income, the 
current slowdown appears 
MW. $. INDEX to be something of an ex- 

ception. Household items — 
200 —f \ “linens”, draperies, uphol- 
tw stery fabrics, and carpeting 

WEEKS ° : 
+ aco —are being influenced by 
the contraction in home 
building. However, even 
though sales are not so 
year large as had been antici- 
aco a) 
pated, the turnover still is 
very good. But the trend 
rather than the actual level 
of sales is causing concern. 

The cotton textile indus- 
try, the giant, was doing 
well until a few months ago 
when new business dropped 
off rather suddenly and has 
not registered more than 
brief periods of very tem- 
porary improvement since. 
There is considerable belief, 
although the industry natu- 
rally scouts the idea, that 
teat there has been a fair 
amount of overproduction 
of cotton fabric. Mill activ- 
ity this Fall has failed to 
show the usual seasonal 
gains, and both cloth prices 
and mill manufacturing 
margins are under pressure. 
1939 High styling of cotton 
fabrics and aggressive pro- 
motions have enabled the 
cotton textile industry to re- 
gain some of the ground it 
lost in the earlier postwar 
years. The stress laid upon 
washability also has helped. 
The current slowing down in 
sales activity is more or less 


normal, since there is a ten- 
} dency for business to move 
in a two-year cycle. How- 
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ever, any particu- 
lar contraction of 
employment and 
national income, 
with resultant pres- 
sure on the general 
commodity price 
structure, could put 
the industry in a 
very difficult posi- 
tion. 

This stems from 
federal price sup- 
ports to growers on 
the principal raw 
material, cotton. 
Prices of the staple 
now are resting at 
about the govern- 
ment loan value of 
32.70 cents per pound, somewhat above the true value in 
view of the huge supplies. There is nothing, however, that 
says that cotton fabric prices must reflect this artificially high 
value of cotton. If the Government succeeds in maintaining 
cotton prices at artificial values and pressure on cloth prices 
continues, mills may be sorely squeezed. Present indications 
are that mill activity during the “season” ending July 31 next 
will be approximately 10 percent under last season, and the 
decline could be greater if profits are squeezed further. 

The rayon industry is “sick”. The newer synthetic fibers 
have cut into some of the high end uses of rayon. Cotton has 
done most of the rest. The very rapid expansion of home 
laundering and drying equipment has been an important 
factor in the decline in sales of rayon fabrics and garments, 
since the majority of housewives will not go to the time and 
trouble of hand laundering any more. Rayon has come to be 
known as a one wash fabric among many women, since the 
finishes that have been used seldom have held up well beyond 
one washing. 

Somewhat belatedly, the industry now is endeavoring to 
improve the quality of its finishes, and it is said that some 
of the newer finishes will stand up well to repeated washings. 
Hand washing versus machine washing still is a problem to 
be overcome, however. Those close to the industry are not 
in agreement as to whether it can stage a comeback and, in 
any event, it probably will be a long uphill struggle. 

Wool goods manufacturers have met the threat from the 
so-called miracle fibers by introducing blends of wool and 
the synthetics that have met with considerable popular favor. 
But, the industry is fighting what appears to be a long-term 
trend towards lighter clothing and “casual” attire. Wool 
prices are determined largely at (Please turn to page 222) 
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The Business Analyst 





MONEY & CREDIT—The Treasury has accepted subscriptions 
for $2.2 billion of 2%% eight-year bonds offered on October 
28 and has thus taken care of its new money needs for this 
year. Investors know a bargain when they see one and the 
generous yield on this issue made it an instantaneous success. 
With subscriptions pouring in to the tune of $12% billion, the 
Treasury was able to close its books the same day and buyers 
were willing to pay a one-point premium in later over-the- 
counter trading. The issuance of these bonds will boost the 
national debt to within some $300 million of the statutory 
ceiling. This leaves little room for normal Government trust 
fund investment and the increment in value of savings bonds 
which in themselves come to about $250 million per month. 
However, the Treasury has various ways of controlling the 
amount of debt outstanding including a reduction in weekly 
bill offerings and purchase of Government obligations, either 
from the Federal Reserve or in the open market. 

The week ending October 30 was also a busy one for 
private new offerings. Underwriters bid top prices for several 
public utility issues. Thus, $30 million of Public Service Electric 
& Gas 3%s of 1983 were taken at an interest cost to the 
company of 3.21% and Niagara Mohawk Power Corporation 
was able to sell $40 million of thirty-year mortgage bonds at 
an interest cost of 3.24%. These bonds were re-offered to the 
public at yields of 3.18% and 3.22%, respectively which was 
not far from the yield on seasoned issues of similar quality, 
and for this reason they met only a lukewarm reception. 
These current offerings illustrate the big change in bond 
marekt conditions in recent weeks. Only two months ago an 
market conditions ni recent weeks. Only two months ago an 
issued bonds of a quality similar to those now bringing less 
than 3%%. 

The bond market in general has had a firm tone in the 
two weeks ending October 30. Long-term Treasuries have 
gained another 2 to % points during the period and issues 
of intermediate term have also shown some improvement. 
Best-rated corporate bond yields were down a bit further to 
3.11% from 3.16% two weeks earlier and tax-exempts have 
followed a similar pattern reflecting further price improvement 
for these obligations. This is a creditable showing in the face 
of the new Treasury borrowing and sizeable offerings of other 
issues last month. At the same time the Federal Reserve has 
been holding aloof from the market and for the third week 
in a row has not added to its holdings of Government securi- 
ties. The jauntiness of the bond market in the face of these 
influences reflects a growing belief that the Central Bank 
will have to continue a policy of easy credit as long as 
business conditions remain as they are today. 
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TRADE—Retail sales turned down slightly in the week ending 
Wednesday, October 28, as mild weather discouraged activity 
in seasonal merchandise. Total dollar volume was only a 
bare 1% ahead of a year ago, according to estimates by 
Dun & Bradstreet. Sales of apparel fell below the correspond- 
ing 1952 period but food sales held above last year’s levels. 
Household goods were moving slowly but radios, phonograph 
equipment and floor-coverings were popular. 

The Commerce Department reports that retail sales in 
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September, after seasonal adjustment, amounted to $14.04 
billion, a $150 million drop from August figures, although 4% 
ahead of September, 1952. The largest change from August 
to September was a decline of about 3% for furniture and 
appliance stores. Sales of gasoline service stations were off 
about 2% while drug store sales increased by the same 


percentage. 
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INDUSTRY—Industrial output in October held unchanged 
from September levels, according to preliminary estimates by 
the Federal Reserve Board. There was a slight advance in 
durable goods output in October, reflecting expanded steel 
and auto output and this offset lower mineral production. 
Total industrial production in September was at 232% of the 
1935-1939 average, down 1% from August and 3% under 
the year’s high reached in March. 
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COMMODITIES—The general run of commodities held steady 
in the week ending October 27 and the Bureau of Labor 
(Please turn to the following page) 
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lctest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor*® 
MILITARY EXPENDITURES—$b (e) Sept. 4.1 3.8 4.2 1.6 (Continued from page 205) 
Cumulative from mid-1940_______ | Sept. 522.1 518.0 468.6 13.8 | Statistics index of primary market prices 
FEDERAL GROSS DEBT—$b Oct. 28 273.3. 273.1 2648 4552 |remained unchanged at 110.0% of the 
1947-1949 average. Farm products lost 
MONEY SUPPLY—$b 0.2% as the result of somewhat lower 
Demand Deposite—94 Conters_——_— | Oct. 21 54.0 53.3 53.2 26.1 | prices for cattle, poultry and eggs. Food 
Currency in Circulati Oct. 28 30.3 30.3 29.5 10.7 | products gained 0.3% while all commodi- 
BANK DEBITS—(rb3)** ties other than farm products and foods 
New York City—$b. Sept. 58.4 51.1 52.3 16.1 | were unchanged in the latest week. Indus- 
344 Other Centers—$b. Sept. 94.3 91.6 88.2 29.0 |trial materials such as hides, pig tin, and 
PERSONAL INCOMES—$b (cd2) a. 2870 2875 2713 102 tallow were at higher levels while cotton 
Schestes and Win se 197 197 182 66 yarn and burlap were lower. 
Proprietors’ | Aug. 49 50 51 23 * * * 
Interest and Dividend Aug. 23 22 21 10 CONSTRUCTION CONTRACT 
Transfer Payments Avg. - sa see x AWARDS in the 37 states east of the 
GNCOME FROM AGRICULTURE) nag. “ + = ed Rockies rose to $1,741,673,000 in Septem- 
POPULATION—m (e) (cb) Sept. 160.2 160.0 157.4 133.8 |ber, a 23% gain over August awards but 
Non-Institutional, Age 14 & Over—— | Sept. 111.8 111.6 109.9 101.8 |15% under September, 1952, F. W. Dodge 
Civilian Labor Force_______ | Sept. 63.6 64.6 64.0 55.6 |Corporation has reported. Nonresidential 
unemployed Sept. a2 1.2 1.4 3.8 contract awards in September came to 
Employed Sept. 62.3 63.4 62.3 51.8 |$783,266,000, up 43% from August, resi- 
In Agriculture Sept. 73 7.3 7.5 8.0 |dential awards were $507,430,000, down 
Non-Farm Sept. 55.0 56.1 547 43.2 | 2% from the month before and heavy en- 
At Work Sept. 59.6 58.5 59.7 43.8 | gineering awards of $450,977,000 were 
Weekly Hours Sept. 40.0 43.1 43.0 42.0 |25% ahead of the preceding montt. The 
Man-Hours Weekly—b. Sept. 2.38 2.52 2.57 1.82 | September contract awards brought the 
total for the first nine months of this year 
EMPLOYEES, Non-Farm—m (Ib) Sept. 49.6 49.4 48.9 37.5 to $12,857,261,000, still 1% ahead cf the 
Government Sept. ord 65 “” 48 | corresponding period of 1952. The gain 
manne oe. weer pened weed 1.7 | over last year is accounted for by an 11% 
Wat RE 12 tt |i fron. gngonring we 
Weekly Wage ($) Sept. 70.49 71.69 «= 69.63 21.33 pn OE a ae 
— * * * 
poo peepee = oe eo Tie S68 | BUSINESS FAILURES declined in Sep- 
é tember to 686 firms which were unable to 
COST OF LIVING (Ib2) Aug. 115.0 1147 1143 659 |meet their obligations compared with 700 
Food Aug. 114.1 113.8 1166 64.9 | such firms in the previous month. The de- 
Clothing Aug. 104.3 104.4 105.1 89.7. | cline was in line with seasonal trends and 
Rent Aug. 125.1 123.8 118.2 59.5 | September failures were still 27% higher 
aah iaiadininaee than the corresponding 1952 month. The 
rate of failure, as reflected by Dun’s Fail- 
Retall Store Sales (cd) Sept. 14.0 14.2 13.6 4.7 ind ich 3 il diustect 
< pit gk a “ae ae ji ve 11 {ure Index which is seasonally adjustecl, 
ere a et my np a 36 [rose to 36 for every 10,000 enterprises 
naseaes va nai listed by Dun & Bradstreet, from 34 the 
Dep't Store Sales (mrb) oe — 0.82 0-34 | previous month and 29 in September of 
Consumer Credit, End Mo. (rb2) past ; a 90 last year. LIABILITIES of failing firms 
MANUFACTURERS’ reached $33,817,000 in September, the 
New Orders—$b (ed) Total *___ | Sept. 22.4 22.4 245 14.6 | highest for any September since 1932 and 
neti: dilate Sept. 9.6 95 123 71 {YP from $28,529,000 in August. Industries 
ane tiealil. Mende Sept. 12.8 12.9 122 75 where liabilities of failing firms were rela- 
Shipments—$b (cd)—Total**_______ | Sept. 24.9 25.4 237 8.3 tively large included textiles with $4,446,- 
acest: Mined Sept. 12.0 12.6 Ws 4 | 000, machinery—$3,237,000, retail furni- 
Non-Durable Goods___| Sept. 129 128 122 42 |tvre— $2,090,000, avtomotive— $2,225,000 
and building contractors with liabilities of 
BUSINESS INVENTORIES, End Mo.** $3,141,000. 
Total—$b (cd) Aug. 78.8 78.3 72.7 28.6 * * 
aie - ton toa og ay | New orders for MACHINE TOOLS were 
Retailers’ Aue. 22.2 221 197 8.1 ware atnance = post = 
in the new order index o e Nationa 
~— Seen oe — ~ ae ad ‘1 | Machine Tool Builders Association which 
BUSINESS ACTIVITY—1—pc Oct. 24 191.3 1919 1884 141.8 | fell to 218.9% of the 1945-47 average, 
(M. W. $.)—I—np Oct. 24 235.1 2358 2243 146.5 from 286.9% the month before. Shipments 
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and Trends 
7 Latest Previous Pre 
7 Wk.or Wk. or Year Pearl 
Date Month Month Ago Harbor® PRESENT POSITION AND OUTLOOK 
a r _ ee . H 
INDUSTRIAL PROD.—1 np (rb) Sept. 232 235 228 174 were higher at 328.7% of the base period 
5 itining sil iad 167 175 133 against 299.6% the previous month while 
. Durable Goods Mfr “s Sept. 303 309 290 220 production at 398.7% was only slightly 
t Han Drnntty Goats & P- bite Lisi 194 151 below August. At September output rates 
r CARLOADINGS—t—Total Oct. 24 804 823 761 833 it would have taken seven months to com- 
d Misc. Freight Oct. 24 394 407 419 379 plete all orders on the books. This com- 
% Mdse. L. C. L Oct. 24 72 72 75 1,566 pares with a 7.3 month ratio in August and 
Is Grain Oct. 24 58 56 58 43 one of 12.0 months in September, 1952, at 
. then current production rates. 
d ELEC. POWER Output (Kw.H.) m Oct. 24 8,306 8,265 7,696 3,266 
* * * 
n SOFT COAL, Prod. (st) m Oct. 24 bb 9.5 aa 10.8 
Cumulative from Jan. }_--___ |} Oct. 24 371.1 361.8 373.0 44.6 Total RAYON AND ACETATE SHIP- 
Stocks, End Mo Aug. 77.9 74.8 81.2 61.8 | MENTS by American manufacturers in 
September, amounted to 87,100,000 
T onene~udienwdan pounds, 11% below August and 20% 
Crude Output, Daily____ | Oct. 24 6.2 6.3 6.5 4.1 , 
e under September, 1952, according to data 
- Gurefies Gace gon = 7" se - ompiled by Textile Organon, indust 
Fuel Oil Stocks. Oct. 24 53 53 54 94 an Y ganon, ry 
ut sae, Gk emai Oct.24 133 137 pe in trade journal. Industry output in September 
e cir was at 66% of capacity, down from 76% 
a LUMBER, Prod.—(bd. ft.) m Oct. 24 256 254 267 632 the previous month, but production still 
(e) Stocks, End Mo. (bd. ft.) b___]_ Aug. 8.1 7.9 8.3 79 exceeded shipments for the sixth consecu- 
i- tive month and stocks of these fibers in pro- 
m STEEL INGOT PROD. (st) m Sept. 8.9 9.4 9.1 7.0 | ducers’ hands on September 30 reached 
n- Cumulative from Jan, 1_________ | Sept. 85.5 76.6 64.2 747 | 106,200,000 pounds, the highest figure 
re ENGINEERING CONSTRUCTION since May, 1952 and up from 102,100,000 
1e AWARDS—$m (en) Oct. 29 358 289 277 94 pounds in August of this year. Despite de- 
ad Cumulative from Jan. 1_____ Oct. 29 12,866 12,507 13,702 5,692 pressed conditions in the industry which 
or has not shown signs of improvement in 
1e MISCELLANEOUS October, two leading producers have just 
in Paperboard, New Orders (st)t Oct. 24 214 220 201 165 announced increases of one to two cents 
%o Cigarettes, Domestic Sales—b___ | Aug. 35 30 36 17 a pound in prices of acetate filament yarn, 
all Do., Cigars—m Aug. 498 490 493 543 a move that came as a distinct surprise to 
Do., Manufactured Tobacco (tbs.)m_| Aug. 18 16 18 28 most segments of the industry. 
b—Billions. ch—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before taxes. 
cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. en—Engineering News-Record. |—Seasonally adjusted index 
P- (1935-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1947-9—100). Ib3—Labor Bureau (1935-9—100). It—Long tons. m—Millions. mpt—At mills, 
to publishers and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation for population growth. 
00 pe—Per capita basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, total consumer credit. rb3—Federal Reserve Bank of N. Y.—1941 data 
le- is for 274 centers. st—Short tons. t—Thousands. *—1941; November, or week ended December 6. **—Seasonally adjusted. 
ad THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
er ag 
: 1953 1953 
he Me. Tie ange 6 Ul ote 4 A Ct High Low. —- Oct. 23 Oct. 30 
ii- Issues (1925 Cl.—100) High low Oct. 23. Oct. 30 | 100 HIGH PRICED STOCKS ......... 133.5 114.4 121.5 122.0 
>cl, 300 COMBINED AVERAGE ........ 215.5 W722 188.1 189.2 100 LOW PRICED STOCKS ......... 260.5 203.7 216.1 217.0 
ed 4 Agricultural Implements ........ 263.3 184.1 194.3R 184.1Z | 4 Investment Trusts ................. 1127 93.1 7.5 975 
he: 10 Aircraft (’27 Cl.—100)............ 415.6 330.3 380.1 380.1 3 Liquor (’27 Cl.—100) 967.8 811.1 875.6 857.2 
of 7 Airlines (‘27 Cl.—100)............ 693.9 499.1 518.6 525.0 RW CRIN oo iccncsscccccensesncacs 240.6 181.0 199.3 199.3 
‘ms DB PANOSIIIBIN, cose ncscececescousiosesenies 95.5 76.4 79.0 78.1 OU” aa Sree 128.6 101.0 105.8 103.4 
the 10 Automobile Accessories ........ 289.4 213.8 232.0 242.5 3 Meat Packing ...................... TOZ 78.7 84.0 84.0 
NO AUIGMODINOS: << se0sectssssesctsiesace 49.4 39.0 40.9 43.2 10 Metals, Miscellaneous 284.5 198.4 203.6 206.2 
ind 3 Baking ('26 Cl.—100)............ 28.0 23.7 24.2 24.2 CBOE vviiectecccccccscccsc.... 4482 9 as 403 
1es 3 Business Machines .................. 377.4 311.4 329.8 329.8 Tee WROUIIN ooo Sa sdcccccszicinn 463.4 376.5 394.8 404.0 
la- 2 Bus Lines (’26 Cl.—100).......... 209.3 170.2 209.3 207.6 22 Public Utilities ...... abi 194.4 173.8 188.8 190.6 
YA CIN oon cc cceths eocheveksdes 396.9 337.9 357.5 361.5 8 Radio & TV ('27 Cl.—100)...... 36.9 29.7 305 31.9 
Z 3 Coal Mining 15.4 10.0 10.0 10.3 8 Railroad Equipment .............. 64.1 49.1 52.1 52.1 
rni= 4 Communications ................+.+: 69.3 58.6 61.7 61.7 22 Railroads ane eee mm 41.8 43.8 43.8 
00 9 Construction oo... 72:3 57.9 60.6 60.6 Co 2a ee ena 51.5 52.3 48.1 49.5 
of 7 Containers ............. 519.4 456.9 485.7 485.7 3 Shipbuilding 276,7 228.7 269.9 276.7A 
9 Copper & Brass .... 175.4 125.3 142.5 144.1 3 Soft Drinks 407.5 339.0 359.5 362.9 
2 Dairy Products ............ 99.6 82.3 99.6 98.6 11 Steel & Iron ..... : cose 151.4 122.8 134.2 135.7 
5 Department Stores 63.2 55.3 58.3 57.7 ore ek ee ee 59.8 47.1 48.3 47.7 
5 Drugs & Toilet Articles ........... 235.2 203.8 217.3 210.6 2 625.9 525.5 531.5 549.2 
ere 2 Finance Companies ................ 410.0 341.8 378.4 390.6 5 162.2 104.6 104.6 106.3 
ted 7 Food Brands 200.4 185.0 188.8 188.8 3 Tires & Rubber 00.0.0... 89.7 70.4 79.6 80.4 
nal 2 Food Stores 127.1 113.0 125.9 127.1A 5 Tobacco ... Be ites eccvocteyatcacten 105.2 90.8 100.7 98.0 
ich Oo Cees an ANI oes sacs ecisakecaseesiuss F92 59.6 60.3 61.1 2 Varlaty MGres ..5...50i...:0..0.000000 319.5 291.8 294.9 294.9 
vic 4 Gold Mining 0.00.0... 760.0 535.3 575.0 568.4 16 Unclassified (‘49 Cl.—100).... 125.7 97.0 1029 1029 
ige 
ee R—Revised. A—New High for 1953. Z—New Low for 1953. 
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Trend of Commodities 





Mixed trends prevailed in commodity futures markets in 
the two weeks ending November 2. Grains, soybeans, lard, 
cocoa, copper, zinc and lead all were moderately higher 
while cotton, sugar, rubber, coffee and hides sought lower 
levels. The Dow-Jones Commodity Futures Index rose 0.67 
points during the period to close at 157.49. Wheat futures 
improved with the May option closing at 202 on November 2, 
up 2 cents from October 19 prices. There is hope of some 
increase in exports over current rates as the United States is 
offering surplus commodities in exchange for “soft” currencies. 
Crop prospects have improved in the Southwest following 
general rains but heavy wheat movements into the loan are 
bolstering prices. The Australian and Argentine crops are 
expected to be smaller than last year, giving some promise 
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of reduced foreign competition. May corn gained 1% cents 
in the two weeks ending November 2 to close at 152%. The 
October 1 carryover is reported at 764 million bushels which 
is way above last year’s 487 million bushels but under pre- 
vious estimates of an 800 million bushel carryover. Farmers 
are showing little disposition to sell corn at current prices 
except where storage space is short. July cotton lost 15 points 
in the period under review to close at 33.27 cents. The Agri- 
culture Department has tentatively forecast that the carryover 
on July 31, 1954 would be 8.4 million bales, which compares 
with 5.5 million bales on July 31 of this year. This year’s 
carryover included 2.0 million bales held by the CCC. Large 
amounts of cotton are likely to go into the loan and this 
may put most of the carryover into Government hands. 








i WHOLESALE COMMODITY PRICES 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—1947-1949, equals 100 
















1946 WSHT 1948 1949 (950 1951 
Mees ae 
Date 2 Wks. 3Mos. Yr. Dec. 6 
Nov.2 Ago Ago Ago 194! 
22 Commodity Index .... picdicase ae ee 79 «694 ©6830 
9 Foodstuffs ‘ ae 93.6 94.6 91.5 87.2 46.1 
3 Raw Industrial oes .... 824 806 85.4 943 58.3 
RAW MATERIALS SPOT INDEX 
JULY AUG. SEPT. ocT. 
MAGAZINE OF 
160 LL STREET IncEX- - 
\ 
7 








14 Raw Materials, 1923-25 Average equals 100 


Aug. 26, 1939—<33.0 Dec. 6, 1941—85.0 

1953. 1952 1951 1945 1941 1939 1938 1937 
High ... 162.2) 181.2 215.4 111.7 88.9 67.9 57.7 86.6 
Low 147.9 160.0 1764 98.6 58.2 489 47.3 54.6 
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Date 2 Wks. 3Mcs. 1 Yr. Dec. 6 
Nov.2 Age Ago Ago 194) 


POAMTUNIB Site oss coseco8stecuisiascessve stsipluiteins EO SO sol FOs0 “Sas 
Me PMRENNNDR 5 oosaceices cs osts ssn csnessesossotivey> .. OF. 875 909 964 563 
BGAN TO MONS 8 io. soes csi cevctsins sats ; 68.6 67.2 584 58.8 55.46 





COMMODITY FUTURES iNDEX 








JULY AUG. SEPT. ocT. 
DOW-JONES . | 
10 COMMODITIES INCEX— 






































Average 1924-26 equals 100 
1953 1952 1951 1945 1941 1939 1938 1937 


High eee. 170.1 192.5 214.5 95.8 743 783 65.8 93.8 
Low ... 153.8 168.3 174.8 83.6 58.7 61.6 57.5 647 
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The Great Lakes Steel Corporation marked another 
step in its major expansion program, now nearing 
completion, when late last month it began “shake- 
down” operations of its new $35 million slabbing mill. 
This new mill, capable of handling steel ingots up to 
20 tons, will enable Great Lakes Steel’s Ecorse, Mich., 
plant to ship cold rolled coils in widths of 6214” to 
73” weighing 7 to 8 tons without a weld, and from 14 
to 16 tons with one weld. The company has also added 
two new Bessemer converters to its Ecorse facilities, 
and has also enlarged and rebuilt 10 of its 17 open- 
hearth furnaces. By early next month, it expects to 
be operating at annual capacity of 4 million ingot 
tons, or double the maximum capacity of 7 years 
ago. At about the same time, Great Lakes will also 
be in a position where it can turn out cold rolled steel 
at a rate of 2 million tons a year, and step up hot 
rolled output to 1 million tons. These capacities com- 
pare with 1946 maximum production of 600,000 tons 
of cold rolled and 700,000 tons of hot rolled steel. 
Great Lakes Steel Corp is a subsidiary of National 
Steel Corp., which since 1946 has spent approximately 
$350 million on construction and development. 


The Long Lines department of American Telephone 
& Telegraph Co., plans expenditures of $29 million 
for the installation of new telephone equipment in 
every state except South Dakota. The program, now 
awaiting approval from the F.C.C., provides for 2 
million miles of telephone channels, 1.4 million miles 
of private line telegraph and teletypewriter channels, 
and substantial additions to audio facilities for tele- 
vision and other installations, including equipping 
two additional coaxial cables between Chicago and 
Newark, N. J., with the newest type of “L-3” car- 
rier systems. 


Shareowners of Federal-Mogul Corp., and the Bear- 
ings Co. of America will vote at a special meeting 
on Dec. 8, on a proposal to consolidate the two com- 
panies. Federal-Mogul, in explaining the consolida- 
tion states it has long sought an affiliation with a 
ball bearing manufacturer so it could add that prod- 
uct to Federal-Mogul’s line of engine-bearings and 
bushings, and the bower tapered and straight roller 
bearing line which the company sells in the service 
field. 


According to the Gas Appliance Manufacturers 
Association, this country’s gas industry now supplies 
more than 27 million customers with fuel for cooking, 
water heating and space heating, and is adding new 
customers at the rate of one million a year. 


It is expected that within another month or two 
Freeport Sulphur Co. will put into production its 
new Garden Island Bay project, said to be the world’s 
largest sulphur mining development in over 20 years. 
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At peak production output is expected to run at the 
rate of about 500,000 long tons of sulphur annually. 


West Virginia Pulp & Paper Co. has formed a new 
division to broaden the commercialization of its lig- 
nin products. In its natural state lignin binds together 
the parallel bundles of cellulose fibers in wood and 
constitutes from 20 to 30% of the substances of wood. 
The material is freed during the pulp-making process 
and can be extracted for use in asphalt emulsions, 
textile dyes, ceramics, and oil well drilling muds. It 
also has value as a dispersing agent in rubber, and 
in the purification of liquors by precipitating out 
proteins, as well as other uses. The new division, to 
be located at Charleston, S. C., will embrace all phases 
of lignin operations, including product and uses 
development, produetion and sales. 


Microstrip, the new method of microwave wiring, 
is being made available to the entire electronics in- 
dustry by International Telephone & Telegraph Corp. 
The process, developed by the company’s Federal 
Communications Division will, it is believed, revolu- 
tionize production of television links and aircraft 
radar devices. The process is being made available to 
prospective users under a special licensing agree- 
ment, providing technical assistance from I. T. & T., 
as well as access to its patents. The new technique 
permits the use of printed circuits in place of the 
more costly and complicated systems employed in 
conventional microwave systems. 


Before a meeting of the Electron Microscope So- 
ciety of America on Nov. 5, Parke, Davis & Co. is 
reported to have shown authenticated pictures of an 
isolated poliomyelitis virus. The pictures—some mag- 
nified 200,000 to 300,000 times—showed the virus to 
be a small spherical particle about 30 millimicrons in 
diameter, or 30/25,000,000 of an inch. The unique 
pictures thus confirmed previous estimates that polio 
virus is one of the smallest of all viruses. A spokes- 
man for Parke, Davis stated: “A great deal of fun- 
damental information regarding the relationships of 
the biological, physical, and chemical properties of 
polio virus is sorely needed in order to adequately 
control it growth, and the development and process- 
ing of even a crude type of vaccine.” The company 
has been working for sometime on the development 
of a vaccine, but states that such a product won’t be 
ready for general use until after further development 
and extensive clinical tests, which may require a year 
or so more. 


The first Hydra-Matic transmissions came off the 
Willow Run assembly line on November 4. In making 
the announcement General Motors Corp. stated that 
reinstating production of the transmission after the 
Livonia fire was “the most extensive rebuilding job 
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of its kind in the company’s history.” The limited 
production of Hydra-Matics at the Riopello Street 
plant was exclusively an assembly operation from 
parts supplied by GM’s division and other supplying 
manufacturers. The Willow Run operation is both a 
manufacturing and an assembly operation. 


Jell-O Instant Puddings, newest in the instant 
dessert field, will be introduced nationally around 
December 1, by General Foods Corp. Backing the 
introduction will be a concentrated national adver- 
tising campaign, including “on the spot” displays in 
retail outlets, and six network television shows in 
a six-day period starting December 11. 


Chicago’s new Prudential Insurance Co. building 
will be the first large office building in the city to 
have air conditioning incorporated in it when it is 
ready for occupancy. The air conditioning equipment 
will be furnished by the Carrier Corp. The 41-story 
building, having approximately one million square 
feet of floor space, will have complete year-round air 
conditioning with individual room control. 


Westinghouse Electric Corp. plans to spend $4 mil- 
lion at its Springfield, Mass., plant to increase pro- 
ductive capacity by from 15% to 20%. The Spring- 
field division produces vacuum cleaners, food mixers, 
water-colors, dehumidifiers, and garbage disposal 
units with annual production having a value of about 
$50 million. 


Radio Corp. of America announces the develop- 
ment of a system for recording—in black and white 
and in color—live television programs on magnetic 
tape. The method, it is said, requires no processing 
such as that when films are used and the pictures, 
=e can be viewed immediately after they are 
aken. 


Today’s fine automobiles are a great deal more 
than a high-powered engine and a streamlined body. 
The Chrysler Corp., for example, in building its 
Crown Imperials and other large sedans uses more 
than 8,350 parts in forming 180 different electrical 
assemblies. In an average year’s production of all 
of its models, the company uses over 13 million yards 
of upholstery and trim cloth. Incidentally, diamonds 
may be a girl’s best friend, but they’re a great help 
to Chrysler, too. More than 7,000 diamond-pointed 
tools and grinding wheels are used in its plant for 
such precision operations as boring, lapping, reaming 
and grinding. A diamond-pointed tool is used to turn 
aluminum pistons to measurements varying less than 
one ten-thousandth of an inch. 


A new film for photolithography which permits 
the production of screened halftone negatives with- 
out the use of conventional engraving screens or 
cameras was announced by the Eastman Kodak Com- 
pany. Known as Kodalith Autoscreen Ortho Film, 
the new product is described as a completely new 
development for the graphic arts industry. It differs 
from conventional films used in the graphic arts in 
that after exposure and development it produces an 
image which incorporates a standard screen “dot” 
pattern of the type which heretofore could be achieved 
only by exposing films through various types of half- 
tone screens. 


Initial operation of the first high speed, high pro- 
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duction rolling mill for magnesium, was recently in- 
stalled at the Madison, Illinois, Division of the Dow 
Chemical Company. The mill, an 84-inch reversing 
breakdown coil mill, is the largest, most powerful 
rolling unit ever constructed for magnesium. Hot 
rolled plate, 6 feet wide and in lengths up to 60 feet, 
is being produced from 2000 pound rolling ingots on 
the new mill. All previous production has been on 
hand mills utilizing rolling ingots weighing up to 
350 pounds. 


A completely new home thermostat, featuring a 
round shape instead of the traditional rectangular 
and incorporating a number of important engineering 
changes, was announced by the Minneapolis-Honey- 
well Regulator Company. Representing the first ma- 
jor change in the basic styling of thermostats since 
their invention 70 years ago, the new home heat con- 
trol will become the company’s standard thermostat 
for home use. In addition to the round design the 
new control features an adjustable temperature 
range control; a combination dial to facilitate setting, 
reading and checking of performance; a grease and 
dust-proof non-magnetic mercury switch for noise- 
less, non-failing switching. 


Luxurious Carrara glass decorator bathrooms that 
may be easily installed by the home handyman are 
the newest development of the Pittsburgh Plate Glass 
Company. The units are designed so that the builder 
or homeowner can now have the advantages of the 
luxury qualities of Carrara glass, and install it him- 
self, where an entire Carrara-walled bath might be 
too expensive for a modest home. In the “Decorator 
Bath,” Carrara is used only where its durability, its 
resistance to steam and water and its easily cared-for 
surface will serve best—in the tub enclosure, the 


lavatory splash panel and the 14-inch high base. The 


remainder of the walls are left uncovered to give free- 
dom and variety in decoration. 


Republic Steel Corporation announced plans to 
install new facilities which will increase rolling ca- 
pacity of stainless steel by 1800 tons of finished prod- 
ucts a month at the Massillon, Ohio, plant. The instal- 
lation of additional equipment for cold rolling stain- 
less steel will help bring Republic’s productive and 
finishing facilities into balance. The main facilities 
to be installed are a wide cold rolling mill for cold 
reducing stainless steel coils and a 26-inch two high 
skin (temper) mill. It will be capable of rolling stain- 
less steel strip up to 48” wide and down to a minimum 
thickness of 1/64”. The skin mill gives a fine surface 
to the steel and imparts certain desirable physical 
properties for fabricating. 


A new ultra-fine grain industrial x-ray film has been 
developed by the Photo Products Department of 
E. I. duPont de Nemours & Company. Known as Type 
510, the film can be used at low voltages (10-20 peak- 
kilovolts) to examine low-opacity materials, such as 
aluminum, magnesium, corn, and wheat. With mil- 
lion-volt x-ray or betatron equipment, it may be used 
to examine steel up to three inches in thickness. The 
new film can be used to particular advantage on sub- 
jects where minute detail is desired, since the fine 
grain emulsion permits detection of tiny flaws in, for 
example, spot-welding in aluminum sheeting. The 
same is true for the detection of foreign contamina- 
tion in grain prior to milling, a relatively new use 
of x-rays. 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subseription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Consolidated Edison Company 

of New York 

“Your magazine has recommended 
defensive issues as the best type of in- 
vestment in a period of uncertainty. 
Please furnish recent earnings of Con- 
solidated Edison Company of N.Y. giv- 
ing their operating revenues and divi- 
dend payments.” R. I1., Sumter, S. C. 

The consolidated Edison Com- 
pany of New York Inc., and sub- 
sidiary companies reported con- 
solidated net income for the 12 
months ended September 30, 1953, 
of $50,484,992 after all operating 
expenses, taxes and other charges. 
The net was equal after preferred 
dividend requirements to $3.01 a 
share on the common stock. This 
compares with a net income of 
$43,313,353 or $2.51 a common 
share for the 12 months ended 
September 30, 1952. 

Total operating revenues of the 
Edison System for the 12 months 
aggregated $451,081,363 against 
$429,168,139 in the preceding 
period, while operating revenues 
deductions were $383,959,694, 
against $369,480,489. 

Taxes, including Federal income 
taxes, were $108,488,828, com- 
pared with $101,916,243 for the 
preceding 12 months. 

Sales of electricity for the 12 
months ended September 30, 1953 
Were $357,275,715, sales of gas 
$70,211,786, sales of steam $21,- 
214,272, other operating revenues 
$2,379,590 making a total of $451,- 
081,363. Sales of electricity for the 
12 month period amounted to 12,- 
423,428,863 kw hours against 
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12,018,180,590 in the prior period. 
Sales of gas totalled 62,652,787,- 
100 cubic feet, against 63,604,- 
935,900 and sales of steam were 
14,575,603,000 pounds, against 
15,173,365,000 pounds. 

The New York Steam Corpora- 
tion reported net income after 
reservation for the 12 months 
ended September 30 of $45,354, 
against $374,994 in the preceding 
12 months. 

Dividends in 1952 totalled $2.00 
per share and 60 cents quarterly is 
the current rate. 


Howe Sound Company 

“As an old time subscriber to your 
valued publication, I will appreciate re- 
ceiving the reasons for Howe Sound 
Company reducing their dividend.” 

O. G., Salt Lake City, Utah 

Howe Sound Company’s quar- 
terly dividend was reduced early 
this year from 35 cents to 10 cents 
per share and this reflected the 
decline in earnings of the com- 
pany which has been directly re- 
lated to the prices received for 
copper, lead and zinc. The decline 
in prices of each of the metals was 
substantial from the third quarter 
of 1952, which was the last quarter 
in which the higher dividend was 
earned, and the second quarter of 
1953. 

The decline in prices received 
indicate a large decline in gross 
revenues although the amount of 
metal sold was approximately the 
same in the first six months of 
1953 as in the last six months of 
1952. This indicated decrease in 





gross revenue was far in excess of 
the reduction in net income shown 
in the report covering the first 
half year’s earnings. The operat- 
ing organization that the various 
properties have, even in the face 
of increased labor and _ supply 
costs, made noteworthy reduction 
in operating expenses which, com- 
bined with lower direct and in- 
come taxes, made possible a finan- 
cial income better than might have 
been expected. 

Mechanical difficulties at the 
Cobalt Refinery at Garfield, Utah, 
still persists. It has ben found 
difficult to adopt the equipment, 
especially designed for a new pro- 
cess, to meet the condition of cor- 
rosion and abrasion which are in- 
herent. While very considerable 
progress has been made since the 
first of the year, the operation of 
the plant has not yet proved satis- 
factory, and frequent delays have 
prevented continuity of produc- 
tion. To aid in the solution of the 
problems, a prominent research in- 
stitute has been engaged to make 
an on-the-job study of the plant 
operation and such study was in- 
augurated about the middle of 
June. 

The refinery is and has been for 
the past several months, produc- 
ing cobalt which is up to Govern- 
ment specifications; but, due to 
recurring delays the volume of 
production is not yet on a com- 
mercial level. 

Consolidated earnings for the 9 
months ended Sept. 30, 1953 were 
48 cents per common share against 
$1.41 in the corresponding period 
last year. 


Royal Typewriter Company Inc. 


“Please report the amount of defense 
business done by Royal Typewriter in 
the past year compared with civilian 
business and also net earnings and fin- 
ancial position.” 

H. N., Holland, Michigan 

Royal Typewriter Company Inc. 
in its fiscal year ended July 31, 
1953, showed year-end earnings of 
$2.32 per common share after pay- 
ing dividends on preferred shares. 


(Please turn to page 222) 
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observers of the railroad 
scene believe that roller 
bearings are the greatest 
potential source of operat- 
ing economies. To date roll- 
er bearings have been used 
only in on-line service, i.e., 
coal cars on the Chesapeake 
& Ohio and phosphate rock 


saving of $670 a mile and a 
gross annual maintenance 
saving of $510 a mile 
would offset the higher cost 
of this rail in seven years. 
The improvement in railroad 
operating efficiency through these 
technological advances since the 
end of the war is demonstrated 
by the following comparison of 
key indices in 1946 and 1952: 
increase of 34.9% in gross ton- 
miles per freight train hour; 
31.4% increase in ton-miles per 


| Index of Gross Revenues 
(1939-1940 — 100) 
|. Class New Central Great South Central North 
; 1 England East Lakes Pocahontas South West West West 
i 12 mos., June 30, 1953 eal wel 198 232 231 208 290 314 317 252 
i Year, 1952 _ 255 196 226 225 216 286 307 314 246 
IF 1951 251 192 230 226 225 275 292 292 242 
i 1950 . 228 182 206 210 189 249 269 268 226 
iF 1949 . 207 176 187 191 164 224 241 242 208 
if 1948 .. 233 204 216 213 202 249 277 263 223 
j 1947 re _ 209 183 198 189 186 226 243 237 201 
i: 1946 184 170 173 162 147 207 213 213 175 
i! stated that welded rail will individual carriers have pur- 
An Expert Opinion of the give an indicated annual’ chased large tracts of land for 
future industrial use and the loca- 


tion of the Morrisville plant of 
U. S. Steel on the Pennsylvania 
and the Ford assembly plant at 
Mahwah, New Jersey, on the Erie 
are recent direct results of this 
policy. 

As railroad freight service has 
found a serious competitor in the 
trucks so railroad passenger ser- 
vice has suffered at the hands of 
the buses and air lines, as shown 
below: 


Millions of Passenger Miles 


cars on the Atlantic Coast train hour; 10.0% increase in (% of total) 

Line, but an increase in per average train speed. 1952 1951 1940 

diem ce bo Rae N lead to, in addition to stressing cost re- Railroad 49.3% 50.1% 64.5% 

ae tg net oe sat © duction, the nation’s railroads are Byses 29.7 322 265 
clr genera’ use in inter- also making vigorous efforts to Airlines 181 15.4 2.8 


change service. 


gain new traffic and hold present 





























9: The use of continuous traffic to the rails. In the post-war _ The increasing share of the air- 
welded rail to lower main- period, many railroads have _ lines is particularly harmful as it 
tenance costs and increase established Industrial Develop- has been taken from the long haul 
average life. Up to the end ment departments or expanded first class traffic, which is the 
of 1951, a group of 24 rail- existing ones in order to attract cream of the railroad’s passenger 
roads had installed only 248 new industries to their lines. business. The carriers have at- 
miles of continuous rail, but These departments, which anal- tempted to meet this competition, 
current developments indi- yze water, labor, and power con- but not too successfully, by im- 
cate growth in its use. The ditions and local tax structures in proving service and _Yrelations 
Pennsylvania is reported to their territory, have proven their with the traveling public and by 
be preparing to lay 165 worth as evidenced by the fact various methods of fare reduc- 

é x . : : : : a 
miles of welded rail at its that in 1950 alone 2,000 new in- tions, such as the “family plan 
new Conway yard. The dustries with a total plant invest- introduced by the Atchison, To- 
American Railway Engi- ment of $800 million were located peka & Santa Fe and Union 
neering Association has on the nation’s railroads. Many (Please turn to page 214) 
Traffic & Wages — 20 Leading Roads 
- Total Tonnage ——Total Wages—— —Total Tonnage— —Total Wages— 
(Freight) (Freight) 

1946 1952 1946 1952 1946 1952 1946 1952 

EASTERN a etainn cl paige WESTERN ———{Willions} ——————— 

Atlantic Coast Line 36.9 46.5 $ 69.3 $ 83.0 Atchison, Topeka & Santa Fe... 55.7 63.0 $205.6 $274.2 

Baltimore & Ohio 119.5 116.5 176.8 228.0 Chicago, Milw., St. P. & Pac... 50.2 49.5 116.6 143.3 

Chesapeake & Ohio . 95.6 112.7 91.8 162.5 Great Northern awe: . 47.7 59.3 85.6 125.8 

Erie .... 45.4 38.6 72.4 92.1 Missouri Pacific 51.6 53.4 87.7 121.7 

Gulf, Mobile & Ohio 13.9 23.1 18.9 42.1 Northern Pacific .......... 27.3 27.9 75.7 106.9 

Illinois Central 69.5 76.6 106.1 156.7 Southern Pacific ...... 59.0 66.2 234.8 286.6 

Louisville & Nashville . 65.4 66.7 97.4 119.5 Union Pacific 48.0 55.3 174.0 244.2 

New York Central . 171.9 164.0 372.5 463.5 

New York, Chicago & St. Lovis 31.8 51.6 39.0 74.9 

Pennsylvania . ‘ee 234.8 202.2 479.0 558.6 

Seaboard Air Line .. 32.7 43.8 58.7 74.4 

Southern Railway ............. 62.3 64.5 115.5 126.5 
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$15,000,000 expansion program 
gives C & O seven fast 
carferries to carry freight 

and passengers 

all year-round. 





@ g ar hues Ni 
rs ‘ ose “Se. > 
os pa > 


8 | ymca: omurey 
pas it W SIE Auld SPEEES 


A the The Spartan and Badger are the world’s largest 

i (410 feet long) and fastest (cruising speed of 18 Kan 
enger land miles per hour) Great Lakes carferries. ow 
f € ; at- Their equipment includes the latest in Radar, Radio ie 
tition, and Ship-to-shore Telephone. Gs 

y im- : 
ations 

nd by 


reduc. | (©)QEAM LIER COMFORTS 
‘ga FOR PASSENGERS / 


Union With their automobiles stowed safely below, 
4) passengers enjoy ocean liner luxury on lake 
tree 





crossings, with 60 snug staterooms, 
aeiael large modern Lounge, Dining Room and 
| Promenade Deck. 

| 
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Pacific last summer and by the 
Eastern roads a year previously. 
In local commutation and other 
short haul passenger service, the 
railroad’s most serious competi- 
tor is the private passenger auto- 
mobile. The introduction in May, 
1950 of the Budd two-way self- 
propelled rail diesel car (RDC) 
has marked an important step in 
meeting this competition. 

In its all-out effort to combat 
truck, bus and airline competi- 
tion, the railroad industry is 
pressing for legislative relief in 
order to meet its subsidized com- 
petitors on more equal terms. 
There is some basis for hope that 
the “time lag” bill providing for 
faster action by the I.C.C. on rate 
increase applications will be en- 
acted at the next session of Con- 
gress. (It will be recalled that the 
delay in obtaining freight rate re- 
lief in the wake of rising wage 
and material costs penalized rail- 
road earnings severely in the in- 
flationary period following the 
outbreak of the Korean war.) Ef- 
forts are also being made to ob- 
tain legislation along the follow- 
ing lines: 1, compulsory federal 
regulation of intrastate rates and 
abandonments when state regu- 
latory commission do not act 
promptly after an I.C.C. decision; 
2, provision for federal regulation 
of water and highway contract 
carriers; and 3, discontinuance of 
the Federal Barge Lines (now ac- 
complished). State legislatures 
are becoming increasingly 
alarmed by the wear and tear on 
highways caused by the heavy 
inter-state trucks and are raising 
gasoline and _ ton-mile_ taxes, 
weight and license fees and 
weight limits. It is heartening to 
the railroads that rising labor, 
fuel and tax costs are forcing the 
trucking companies to seek rate 
increases as their operating ratios 
approach the 100% level. Up to 
now, truck rates generally ran 
more than 10% under compar- 
able freight rates, but the I.C.C. 
recently granted New York and 
New England truckers a 6% in- 
crease. 

That net operating income rose 
58% from $682 million in 1940 
to $1,078 million in 1952 was due 
in large part to total capital ex- 
penditures of $10.5 billion in the 
twelve-year period. Despite these 
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huge outlays, working capital 
position was improved materially 
and funded debt and fixed and 
contingent charges reduced sharp- 
ly as shown below: 





12/31/52 12/31/40 
(000 omitted) 
Current Assets ............ $3,796,770 $1,442,143 
Incl. Cash & Special 
TINIE ens caresses: 2,048,725 807,839 
Current Liabilities ........ 2,278,275 925,609 
Incl. Tax Liabilities. 916,723 228,410 





Net Working Capital... $1,518,495 $ 516,534 
Current Ratio .............. 1.7-1 1.6-1 
Fixed and Contingent 

Interest Charges* $ 470,580 $ 634,685 
Net Working Capital x 

Fixed and Conting- 

ent Interest 

Charges ............ 3.2x 0.8 x 
Funded Debt .......... ... $9,839,485} $11,288,311 
Fixed and Contingent 

Interest Charges 

% Gross* : 44% 148% 

*For calendar years 1952 and 1940. 

tincludes equipment trust obligations of 

$2,581,545,000. 


With capital expenditures de- 
clining, the Class 1 roads bolst- 
ered their financial position 
further between July 31, 1953 
and July 31, 1952, as shown by 
the following figures: 1, the hold- 
ing of cash and U. S. government 
securities increased from $1.6 
billion to $1.8 billion; 2, net work- 
ing capital rose from $1.37 billion 
to $1.48 billion; and 3, the ratio 
of cash and equipment and ac- 
counts receivable to current lia- 
bilities climbed from 124% to 
130%. (Diesel units on order 
October 1 dropped to 520 from 
1,002 a year ago and freight cars 
on order to 42,198 from 95,377 a 
year ago and 140,135 on October 
1, 1951.) Moreover, income tax 
savings from five-year amortiza- 
tion of defense facilities should 
be of major benefit to finances 
and earnings for several years to 
come. These savings amounted to 
approximately $102 million (12% 
of net income) in 1952, are esti- 
mated at about $146 million 
(16%) this year and should go 
moderately higher in 1954 before 
reaching their peak. The advan- 
tages of these amortization 
charges are indicated by the fact 
that the effective tax rate of Class 
1 roads in the first seven months 
of 1953 was reduced to 43% from 
46% in the comparable period a 
year ago. 

Due to the necessity of financ- 
ing the bulk of the tremendous 
post-war capital expenditures 
program from internal sources, 
only 47% of net income was paid 
out in dividends over the past 
seven years as compared with a 
60% pay-out in the 1939-1941 


period. This ratio was 41% in 
1952 and is estimated at 38% in 
1953. With many railroads reach- 
ing the end of their improvement 
programs and the cash flow ris- 
ing, there have been several divi- 
dend increases this year and more 
are in prospect. 

It appears to be the general 
concensus that the Federal Re- 
serve Board index of industrial 
production in 1954 will drop 
about 10% below this year’s rec- 
ord peace-time level. Authority is 
lent to this estimate by lower 
farm income, reduced demand for 
automobiles, residential building 
and consumers’ durable goods, the 
gradual decline of defense out- 
lays, and the indicated falling off 
of corporate expenditures for new 
plant and equipment, which had 
been inflated artificially by the tax 
advantages of five-year amortiza- 
tion. In the recession year of 
1949, railroad ton-miles declined 
17% below 1948 on a decline of 
8% in the FRB index. In view of 
the basic improvement in the 
physical condition and competi- 
tive position of the railroads, it 
appears logical to assume that 
gross revenues will dip to about 
the same extent as industrial pro- 
duction generally, i.e., 10%. 

The benefit of tax savings from 
five-year amortization and the 
cushion provided by present lib- 
eral maintenance policies should 
hold the year-to-year decline in 
net income of Class 1 railroads to 
20%-25% in 1954, indicating a 
figure of $690-$740 million. This 
estimated drop is, of course, an 
over-all average with the proba- 
bility that earnings of the eastern 
carriers will show an above-aver- 
age decline due to the unfavor- 
able operating factors previously 
enumerated. On the other hand, 
the southern, southwestern and 
western roads may well show a 
relatively smaller decline than the 
national average. The total of 
dividend payments is now run- 
ning at about a $350 million an- 
nual rate and thus would be cov- 
ered almost twice by estimated 
1954 earnings. A period of stable 
commodity prices benefits regu- 
lated industries such as the rail- 
roads, provided that it is not ac- 
companied by a material falling 
off in gross revenues. There are 
growing indications that the in- 
flationary excesses of the postwar 
period are being liquidated and 
over a period of time costs should 
stabilize at moderately lower 
levels. In the late 1920s, railroad 


(Please turn to page 216) 
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"The 800th office in the Beneficial Loan System 

has recently been opened at Chicopee, Massachusetts. 
seneficial now serves borrowers through offices located 

in 532 cities in the United States and Canada. 


The 45th new unit to be added this year, the Chicopee 
office is more than a measure of Beneficial’s growth. 

It is also the latest expression of Beneficial’s continuing 
policy of meeting family financing problems with realistic 
help—when and where the need for it arises. 


‘That policy is the reason why the Beneficial Loan System 
in 1953 will make more than a million-and-a-half loans, 
totaling approximately half-a-billion dollars. 


A Beneficial Loan is for a beneficial purpose. 


WILMINGTON, DELAWARE 


Subsidiary Loan Companies: PERSONAL FINANCE Company .. . COMMONWEALTH LOAN 

Company ... Lincotn Loan Corporation . . . WORKINGMEN’s LOAN ASSOCIATION, 

Inc. . . . BENEFICIAL FINANCE Co. . . . Consumers Crepir ComMpaNy ... PROVIDENT 
Loan anv Savincs Society or DETROIT 
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earnings reached a level not at- 
tained previously at a time when 
commodity prices were showing a 
slow decline. 

There is life in the old iron 
horse yet and his death, like the 
report on the demise of Mark 
Twain, appears to be greatly ex- 
aggerated! 





A Unique Study of 
“Individualistic’’ Specialties 
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clock-radio, the first of several 
new products that will bear the 
Bulova name. The company also 
has been playing an important role 
in the government’s defense pro- 
gram, its backlog of contracts for 
defense production at the begin- 
ning of this year increasing to $50 
million, and involving the produc- 
tion of high-precision instruments. 
Both companies have dividend 
records of comparatively long 
standing. General Time has main- 
tained payments on its common 
stock for the last 18 years. In the 
last 10 years, the rate of annual 
payments has increased from $1 
a share to as high as $3 a share, 


. with these payments being supple- 


mented by several 10% stock divi- 
dends. The company is currently 
paying 50 cents a share quarterly, 
and will, in all probability, dupli- 
cate last year’s distribution of a 
50 cent extra payment at year end. 
Bulova has paid dividends regu- 
larly for the last 17 years, with dis- 
tributions of $4 a share annually, 
this being the current rate, in each 
of the last six years. 

Other good examples of solidly 
entrenched companies in the so- 
called “specialty” field are the 
General Refractories and the Har- 
bison-Walker Refractories com- 
panies, the former now in its 43rd 
year and the latter currently 
rounding out its 51st year of con- 
tinuous operations. These two 
companies, the leading producers 
of refractory materials, command 
widely diversified markets in this 
country and throughout the free 
world. Their customers include 
the steel, chemical, cement, glass, 
pottery, and numerous other in- 
dustries, oil and sugar refineries, 
producers of non-ferrous metals, 
and in short, almost any activity 


where heat is used. 

The Harbison-Walker company, 
with the exception of 1933, has 
an unbroken dividend record ex- 
tending over the last two decades. 
Within the last 10 years, distribu- 
tions on the common stock have 
never been less than $1 a share 
annually, were increased to $2.50 
a share in 1950 and 1951, and fol- 
lowing a 3% stock dividend paid 
this year, have been maintained at 
50 cents a share quarterly. Gen- 
eral Refractories, in the last 31 
years, allowed dividends to lapse 
in 1932-34 and again in 1938. 
Since the latter year, it has estab- 
lished a 15-year record of uninter- 
rupted dividends. It split its com- 
mon stock two-for-one in 1952 
and since the beginning of 1953 
has paid three quarterly dividends 
of 40 cents a share. In view of 
estimated 1953 earnings it is be- 
lieved that the final quarter pay- 
ment may be accompanied by a 
year-end extra. 


Some Interesting Special Stocks 


Going down through our list of 
selected “specialty” companies, we 
come to Armstrong Cork Co., 
manufacturing a broad line of lin- 
oleum, asphalt, rubber and cork 
tile, as well as other types of floor 
and wall coverings, and through 
research and development is 
steadily diversifying manufactur- 
ing activities. Through its glass 
and closure division, Armstrong 
produces all types of glass contain- 
ers and accessories, a wide line of 
druggists rubber sundries, hospi- 
tal supplies, and pharmaceutical 
laboratory equipment. Through 
other divisions, the company also 
produces various building mate- 
rials, industrial products, textile 
machinery supplies, and compon- 
ent parts for shoes. 

Net sales of Armstrong in the 
first half of this year were at a 
record high of $112.9 million, con- 
tinuing an uptrend that since 1946 
has pulled net volume up from 
$104.7 million to a peak of $203.3 
million in 1952. Per share earnings 
for the 1953 first half amounted 
to $3.32, as against $2.61 in the 
first half of last year, indicating 
1953 net of better than $6.00 a 
share for the common stock, as 
compared to $5.47 a share last 
year, and $5.35 a share in 1951. 
Armstrong paid its initial divi- 
dend 59 years ago, and except for 
a lapse of payments in 1932-33, 
has maintained an unbroken divi- 
dend record, with current distri- 
butions being made at the rate of 


THE 


75 cents a share quarterly. 

The Visking Corp., also included 
in this selection of “specialty” 
stocks, is a manufacturer of cellu- 
lose casings for sausages and other 
types of meat, as well as transpar- 
ent plastic material for raincoats, 
shower curtains and similar prod- 
ucts. It also produces a synthetic 
plastic film for use in packaging 
food products. The company’s 10 
year sales record shows uninter- 
rupted expansion, increasing from 
$8.2 million in 1943, to an all-time 
high of $32.7 million in 1952. In- 
dications are that the current year 
will establish another new high at 
$38 million or more. This estimate 
is based on first half-year net sales 
of $19 million, which produced net 
earnings equal to $2.31 a share, 
as compared to net sales in the 
corresponding months of last year 
of $15.1 million, and net earnings 
of $1.69 a share. On the same 
basis, 1953 full year earnings 
should approximate $4.75 a share, 
as against $4.04 a share in 1952, 
and $4.35 in the year before that. 
Visking has a 24 year uninterrupt- 
ed record of dividend payments. 
Payments for the last two years 
have been at the rate of 50 cents a 
share quarterly. Considering the 
company’s good financial position 
and sustained high earnings in 
recent years, this rate of payment 
could be increased, or supplement- 
ed by an extra distribution. 

Space does not permit a compre- 
hensive discussion of all of the 20 
issues that are listed in the table. 
Others in the list that we consider 
outstanding from the standpoint 
of sustained earnings and divi- 
dend payments, are Diamond 
Match, Simmons Co., Intertype 
Corp., American Seating Co., 
and National Vulcanized Fibre. 
Both Hercules Motors and Wau- 
kesha Motor are important manu- 
facturers of various types of in- 
ternal combustion engines for 
which they have widely diversified 
markets among builders of trucks, 
farm equipment, oil field machin- 
ery, as well as for various indus- 
trial purposes. Hercules Motors, 
except for the years 1933 and 
1938, has paid dividends without 
interruption since 1926. Waukesha 
Motor has an unbroken dividend 
record for the last 27 years. Nei- 
ther company has a funded debt 
nor preferred stock, Hercules sole 
capitalization consisting of 373,- 
320 shares of common stock, while 
Waukesha’s outstanding shares 
total 600,000. 

For the further guidance of our 

(Please turn to page 218) 
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The ‘‘stamp of newness’ —and another new Santa Fe freight car is ready to roll 


21 miles of new freight cars 
added by Santa Fe last year! 


Remember when you used to count 
freight cars as a kid? 

How would you like to count and 
stencil the ‘‘stamp of newness” on 
21 miles of them? 

That’s what Santa Fe did last 
year—added 21 miles of new cars to 
its great fleet of modern freight cars. 

And so it goes—year after year 
after year—until today there are 
84,898 freight cars serving shippers 
on the Santa Fe. 

With this building new program, 
Santa Fe is meeting the ever-grow- 
ing need for moving vast tons of 


wheat, livestock, perishable foods, 
minerals and merchandise to the 
markets of America. 

And many of these cars are new 
and special types to serve shippers 
in new and better ways—like the 
“MTC 3150” mechanical refriger- 
ator car that works like your home 
freezer. 

It costs Santa Fe millions of 
dollars—earned dollars—to acquire 
this great fleet and maintain its 
own “‘steel highway.” 

But it doesn’t add a penny to the 
taxes you pay. 


PROGRESS THAT PAYS ITS OWN WAY 
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A Unique Study of 
“Individualistic’’ Specialties 





(Continued from page 216) 


readers, we have included in the 
table our comment, together with 
a rating for each of the selections. 
In presenting this list, it is not 
intended that it be interpreted as 
a blanket recommendation to pur- 
chase any or all of the issues se- 
lected. We suggest that a careful 
study be made of the facts and 
figures set forth in the foregoing, 
together with our ratings and com- 
ments as shown in the table, and 
weighing all this with the degree 
of risk that the reader believes he 
can afford in making commitments 
in the more volatile issues in the 
group. 





What 1953 Third Quarter 
Earnings Reports Reveal 





(Continued from page 191) 


process for some time. The com- 
panies with generally well-main- 
tained earnings, on the other 
hand, with their large surpluses 
built up over years of prosperity, 
should have little difficulty in at 
least maintaining their present 
dividend positions. 

In order to give our readers a 
more detailed view of the actual 
earnings trend among important 
corporations we have selected a 
few as representing a good cross- 
section of various leading indus- 
tries. Pertinent data on these, as 
well as the remaining companies, 
will be found in the accompany- 
ing table. 

U. S. Steel Corp. Net income 
for the third quarter was $61.7 
million, equivalent to $2.12 a 
share on the common, compared 
with $55.6 million or $1.89 a 
share in the second quarter. Sales 
for the quarter almost reached the 
$1 billion mark and were about 
$7 million higher than in the pre- 
ceding quarter. Income taxes 
were $114 million, or not far from 
twice net income. 

For the nine months, the cor- 
poration earned $166.7 million, or 
$5.66 a share, compared with $92 
million, or $2.96 a share in the 
corresponding period of 1952, but 
the latter period included the tail 
end of the steel strike which 
brought about a severe shrinkage 
in earnings during that period. 

Incipient changes for the fourth 
quarter would include a moder- 
ate drop in tonnage. This estimate 
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is based on the trend of opera- 
tions in the third quarter. In that 
period, the company’s mills oper- 
ated at 95.8% of rated capacity 
with shipments at about 6 million 
tens. In the preceding quarter, 
operations were at 98.1%, with 
shipments at about 6.3 million. 
Despite this decline, profits rose 
due to the inclusion of a larger 
share of high-priced products 
than in earlier periods. Opera- 
tions in the final quarter of the 
year are estimated to average 
close to 90% of capacity. 

Preliminary estimates of earn- 
ings for the full year are placed 
at close to $7.25 a share, as com- 
pared with $4.54 a share last 
year and $6.10 in 1951. Although 
the outlook for operations seems 
relatively satisfactory in the first 
quarter of 1954, it appears never- 
theless likely that there will be 
some falling-off in production and 
shipments. Somewhat smaller 
earnings, therefore, may be ex- 
pected in the earlier part of next 
year though well in excess of divi- 
dend requirements. 

General Electric Co. Sales and 
net income for the third quarter 
were just a trifle under the pre- 
ceding quarter. Sales were $780.6 
million compared with $782.6 mil- 
lion, and net income $40.9 million, 
compared with $41.5 million. Net 
per share for the third quarter 
was $1.42 compared with $1.44 in 
the June quarter. It is understood 
that all divisions operated satis- 
factorily except refrigerators and 
a slowing in this branch probably 
prevented a new quarterly peak 
in sales. 

The figures on income taxes are 
quite remarkable, with $47 mil- 
lion for straight income taxes and 
$15 million for excess profits taxes 
for the third quarter. The total 
amounted to approximately $2.15 
a share compared with actual 
earnings of $1.42 a share. For the 
nine months, combined income 
and excess profits taxes, (includ- 
ing provision for renegotiation) 
were $257 million, or $9 a share. 
Excess profits taxes alone were 
$2.20 a share for the period. As- 
suming the same rate for the 
fourth quarter, the excess profits 
tax for the year will be in the 
neighborhood of $2.75 a share. 
This item alone is almost equiva- 
lent to the regular $3 dividend. 
(The company has very recently 
declared a special dividend of $1 
a share.) 

Of the three basic elements in 
the company’s production-heavy 
equipment, consumers’ goods and 


defense products—the outlook for 
the first and third is still satis- 
factory. As to consumer goods, 
some decline should be in evidence 
in the earlier part of the new 
year. However, this year’s total 
earnings probably will amount to 
between $5.40 and $5.50 a share. 
This would compare with $5.26 
a share in 1952. 

Phillips Petroleum Co. Net in- 
come in the third quarter was 
$21.2 million, equivalent to $1.45 
a share. This registered a sub- 
stantial advance as compared 
with the second quarter when net 
income was $17.3 million, or $1.19 
a share. This accomplishment is 
all the more noteworthy in view 
of the doubling of income taxes 
in the September quarter. These 
were $7.8 million compared with 
$4.1 million in the June quarter. 
Taxes alone in the third quarter 
were equal to 52 cents a share. 

Gross income increased from 
$180.6 million in the June quarter 
to $195.4 million in the September 
quarter, the increase being due in 
part to higher sales and in part to 
higher prices for products which 
went into effect in June. The dif- 
ference also may have been ac- 
counted for in part by the un- 
usually heavy expenses of the 
company for depreciation and de- 
pletion during both the first and 
second quarters, which held prof- 
its down at that time. 

For the nine months, profits 
amounted to $3.80 a share against 
$3.87 a share in the same period 
of 1952. For the full year 1953, 
profits are tentatively estimated 
at close to $5 a share. This com- 
pares with $5.17 a share in 1952. 

The company has made broad 
progress over many fronts, espe- 
cially in recent years. Domestic 
reserves of crude petroleum are 
now estimated at about 1.3 billion 
barrels and those of natural gas 
at 17.8 trillion cubic feet, prob- 
ably the largest single company 
reserves in the world. Its petro- 
chemical divisions are expanding 
rapidly and the company is among 
the foremost in this field. 

American Woolen Co. The dis- 
mal earnings record of this com- 
pany since 1951 makes the third 
quarter deficit of especial signifi- 
cance; for it indicates the inabil- 
ity of the company to make any 
recovery. Third quarter loss was 
$1.8 million comparing with a $2 
million loss in the June quarter. 
One of the officials has stated that 
the fourth quarter loss may be 
even greater than that in Sep- 
tember. (Please turn to page 220) 
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‘“‘Tunneliner’”’ oval-shaped pipe sec- 
tions of precast, reinforced concrete 
ast American-Marietta’s Oval-Shaped ‘'Tunneliner” Pipe pass through themselves horizontally 


° ene aes ee on special equipment to extend large 
Is Revolutionizing Municipal Sewer Construction diameter tunnels without surface ex- 


cavation. No streets are torn up, no 
-ed Advantages and economies of the exclusive ‘“Tunneliner’’ method traffic is inconvenienced. Vital sewage 


oe 5 . . . projects are completed with maximum 
m- of building underground sewers are available to the entire nation worker safety ina shester thus with 
52. through American-Marietta’s affiliated companies in the concrete substantial savings. 
vad products field. 


pe- During the decade ahead, thousands of growing communities 

will require tremendous quantities of precast concrete pipe to Precast concrete products for a wide 

build or expand municipal sewage systems. Equally great will variety of ———— uses are available 

ion be the demand for concrete drainage and culvert pipe in connection oo ea eS located — of 

xaS with proposed highway projects. hi pene castigo} ight be 
roducts Company of America and 

: As prime suppliers of hundreds of other concrete products in constant Universal Concrete Pipe Company. 

ny demand for essential construction, American-Marietta is destined 

to benefit in a major way from its recent expansion program. 
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AMERICAN-MARIETTA American-Marietta’s dynamic 40 year j 
growth record is a story of planned expan- 
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of American-Marietta’s 1953 Semi-annual 
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Financial Report explaining the many 
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Sales in the third quarter took 
a large drop to $18.8 million from 
$25.1 million in the second quar- 
ter, with woolens and worsteds in 
poor demand. There is little doubt 
that competition from the newer 
synthetic fabrics has tended to de- 
moralize the industry. Backlogs 
which two years ago were $90 
million were reported at $16.5 
million at the end of September. 

Working capital losses have 
been severe with a drop of $9.2 
million in the past year. The re- 
cent figure was reported at $47.8 
million. Under these conditions, 
some stockholders are becoming 
restive with several demands re- 
ported for liquidation of the com- 
pany but these are not sufficiently 
authenticated. 

American Airlines, Inc. Operat- 
ing revenues of $56.8 million in 
the third quarter reflected a gain 
of about $2.5 million over the pre- 
ceding period. Notwithstanding, 
net income was shaved mod- 
erately, or from $4.7 million to 
$4.3 million. This was equivalent 
to 62 cents a share for the Sep- 
tember quarter as compared with 
67 cents a share in the June quar- 
ter. While an increase in operat- 
ing costs contributed to the 
smaller net, there was a partial 
offset in the decline of about 
$300,000 in income taxes in the 
three-months’ period. 

Higher costs were encountered 
through adding increased services 
and also through a decline in the 
load factor to 67.1% compared 
with 74.6% a year ago. Though 
not stated officially, it is believed 
the latter was particularly ac- 
counted for by a decrease in the 
load factors on coach services. 
Mileage was up about 14.5% com- 
pared with the previous year’s 
September quarter but passenger 
revenues gained only 10.6%. 

For the nine months, earnings 
amounted to $1.54 a share com- 
pared with $1.35-a share for the 
same period last year. A prelim- 
inary estimate places earnings for 
the full year at $2.10 a share. 
This would compare with $1.72 a 
share in 1952. Ending of the 
Korean war will have the effect 
of reducing Pacific coast airlifts 
for the military for all lines that 
share in this business. Profit mar- 
gins probably will narrow but off- 
setting factors may be found in 


air coach and other “discount” 
flights. From the longer-range 
viewpoint there is no reason to 
doubt further substantial pro- 
gress by this leading company 
despite recent trends. 

Radio Corporation of America. 
Net income for the September 
quarter was $6.9 million, equiva- 
lent to 44 cents a share on the 
common, against $8.8 million in 
the June quarter, or 58 cents a 
share. For the nine months, prof- 
its were $25 million, or $1.62 a 
share compared with $17.8 mil- 
lion in the first nine months of 
last year which, in turn, was equal 
to $1.12 a share. Sales showed a 
slight drop in the third quarter 
as compared with the second, or 
from $202.6 million to .$198.7 
million. 

Federal income taxes have been 
bearing heavily on the company’s 
ret profit margin. For the nine 
months, income tax provisions 
amounted to $28.4 million, or 
about $2 a share on the approxi- 
mately 14 million shares of com- 
mon stock outstanding. In the 
third quarter alone, they were 
$7.8 million or almost 50 cents a 
share. Excise taxes are another 
heavy burden. These are not 
stated in the company’s nine 
months’ report but in 1952, they 
amounted to approximately $22 
million. 

On the basis of returns thus far 
this year, it is indicated that the 
company may earn $2-$2.10 a 
share, which would compare with 
$2.10 a share in 1952. Consider- 
able interest is attached to the 
company’s color television pros- 
pects which are considered sub- 
stantial but are not likely to be a 
factor in next year’s earnings. 
The radio division has been ex- 
ceptionally active due to the com- 
pany’s new type and attractively 
priced sets which appear to have 
gained a wide market. 





Outlook for Basic Industries 
Under Adjustment 
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This should help to keep unem- 
ployment from rising at an ex- 
treme rate. 

The general dimensions of the 
business decline now in progress 
thus still appear to conform to 
the measures outlined in the 
earlier article referred to in the 
beginning. While the downturn 
thus far has been quite mild, the 
rate of decline is likely to acceler- 


ate somewhat in coming months, 
and to affect basic industries, 
which thus far have been almost 
untouched. On the other hand, 
this faster decline will be rebuild- 
ing the basis for an upturn well 
before recession has reached an 
acute stage. 





A Comparison of 2 Giants 





(Continued from page 201) 


acquired lard processing and cold 
storage facilities. 

The manufacturing subsidiar- 
ies, in relation to Commercial 
Credit’s financing and other oper- 
ations, are comparatively small, 
but nevertheless, have recorded 
steady growth. Total net sales 
have increased in the four years 
since 1949 from $76.1 million to 
a 1952 peak of $102.2 million, with 
net income in the latter year 
amounting to $4 million, as com- 
pared with $3.1 million four years 
earlier. Indications are that 1953 
net sales of these companies will 
set another record high with net 
income holding close to or slightly 
bettering the previous year’s 
showing. 

However, Commercial Credit’s 
greatest growth has been through 
expanding markets for its various 
types of retail and wholesale finan- 
cing, aided by its increasing oper- 
ations in the several types of in- 
surance in which its insurance 
subsidiaries deal. The rapidity and 
extent of this over-all growth is 
sharply depicted in its 10-year rec- 
ord. From $35.3 million in 1943, 
gross income has increased to 
$129.3 million in 1952, while net 
income has risen from $5.8 mil- 
lion, or $1.59 a share for the com- 
mon stock, to $19.8 million, equal 
to $4.34 a share in 1952. 

The current year will undoubt- 
edly record a new all-time peak in 
both gross and net income, and a 
historical high in per share earn- 
ings from current operations. At 
the close of the first half-year, 
Commercial Credit’s “receivables 
outstanding” totaled slightly in 
excess of $1 billion, compared with 
$774.2 million at the end of the 
first six months of 1952. Current 
operations of the finance divisions 
in the 1953 first half, netted an 
income of approximately $6.5 mil- 
lion. To this sum, net income of the 
insurance subsidiaries, added $2.6 
million, and the manufacturing 
companies contributed net income 
of $1.9 million, for a total in net 
income of $11.4 million. This was 
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equal to $2.51 a share, as compared 
with $2.08 a share for the common 
stock in the like period of 1952, 
after making adjustment of the 
100% stock dividend paid in July 
of that year. 

Since this distribution, Com- 
mercial Credit has maintained its 
regular cash dividend at a quar- 
terly rate of 60 cents a share for 
the common stock. Except for 
1933, payments in varying 
amounts have been paid on these 
shares in each of the last 41 years. 

If Commercial Credit’s growth 
in the past decade has been out- 
standing, so has that of C. I. T. 
Financial. Back in 1943, when au- 
tomobile output was restricted by 
the nation’s requirements of mu- 
nitions of war, C. I. T.’s retail 
motor vehicle instalment obliga- 
tions, wholesale notes and accep- 
tances, and receivables held by its 
factoring divisions totaled $673.6 
million. In that year, combined 
net income of $10.7 million, was 
equal to $2.94 a share for the com- 
mon stock. From this nadir of the 
past 10 years, the company’s vol- 
ume has increased steadily to a 
1952 peak of $4,019 million. Its 
1952, combined net income of 
$29.6 million was equivalent to 
$7.71 a share, which adjusted to 
reflect the two and one-half-for- 
one stock split in January, 1953, 
was equal to $3.08 a share. On the 
same basis, net for 1943, would be 
equivalent to $1.18 a share. 

Indications are that operations 
for the current year will again es- 
tablish new high records. Total 
receivables outstanding at June 
30, last, amounted to $1,400 mil- 
lion, compared with $1,098 a year 
earlier, with the company’s six 
months’ volume amounting to 
$2,289 million, against $1,935 mil- 
lion as of June 30, 1952. For the 
first half of the current year, com- 
bined net income of $16.3 million 
showed a gain of $1.8 million over 
$14.5 million reported for the 1952 
first half-year, and after preferred 
dividends equaled $1.70 a share, 
compared with $1.51 a share for 
the common stock a year ago. 

Since payment of an initial divi- 
dend in 1924, C. I. T. has paid cash 
dividends in every one of the last 
30 years. Prior to the January, 
1953, stock split it had maintained 
dividends for a little more than 
two years at a $4.50 annual rate. 
Since the split, cash payments on 
the common stock have been main- 
tained at 45 cents a share quar- 
terly. This is a conservative dis- 
tribution considering the per share 

(Please turn to page 222) 
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In order for an aggressive oil company to expand and prosper, 
it can’t work “just in its own back yard.” That’s why SUNRAY has 
looked for and found oil from the Gulf Coast to Canada, from 
Louisiana to California— even though the Company’s general 
offices are in Oklahoma. 


It is, of course, impractical to build refineries near every oil 
field, so SUNRAY’s four refineries are served by a vast network of 
pipe lines that carry the oil from distant wells to the refining centers. 
Refined products go by pipe lines, tank cars and motor truck to 
nationwide distribution points. 


Today SUNRAY’s property, plants and equipment throughout 
the oil country is owned by 70,000 shareholders. This oil and 
gas property can be found in practically every major oil pro- 
ducing area in the United States. By having such widely spread 
interests, SUNRAY can more easily expand its operations, quickly 
and economically, when opportunities occur to acquire more pro- 
duction or refining facilities. This diversity of oil properties 
; strengthens the position of the Company 
in the competitive search for new oil. 


SUNRAY OIL CORPORATION 


GENERAL OFFICES TULSA, OKLAHOMA 


“America’s Interests and SUNRAY’s Interests Go Hand in Hand.” 
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earnings last year and those indi- 
cated for 1953. 

Both C. I. T. and Commercial 
Credit have demonstrated a stabil- 
ity of earning power that is more 
comparable with that of banks and 
other highly rated companies oper- 
ating in the field of finance. The 
outlook for the two companies is 
one of continued growth under our 
rising standard of living, our in- 
creasing population, and the swel- 
ling of the middle-income group 
through the general leveling-off of 
personal incomes that in te last 
15 years has doubled the number 
of individuals or families whose 
incomes fall within the classifi- 
cation, 

At current price around 2814, 
C. I. T. common is selling at about 
8.7 times 1953 estimated earnings, 
to yield 6.3%. Commercial Credit, 
currently priced around 361,, is 
selling at slightly less than 8 times 
estimated 1953 earnings of ap- 
proximately $4.75 a share, to yield 
6.5%. Both are sound issues and 
are worth retaining in any port- 
folio. 
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EQUIPMENT 


Where are those products used and where 
are they built? Insight into these factors 
that create a reputation is the purpose of 
this new pocket size, 36 page book... 
a copy is yours, upon written request to 





CLARK EQUIPMENT COMPANY 
BUCHANAN, MICHIGAN 


OTHER PLANTS: BENTON HARBOR e 
BATTLE CREEK and JACKSON, MICHIGAN 


Products of CLARK EQUIPMENT... 
TRANSMISSIONS © AXLES (Front and Rear) ¢ AXLE 
HOUSINGS e TRACTOR UNITS © FORK TRUCKS AND 
TOWING TRACTORS @ ROSS CARRIERS e POWRWORKER 
HAND TRUCKS © POWER SHOVELS e ELECTRIC STEEL 
CASTINGS © GEARS AND FORGINGS 
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the Australian auctions, where values 
have risen steadily during the past year. 
Necessitous price advances in wool fab- 
rics and clothing have encountered con- 
siderable consumer resistance. So far, 
business in spring fabrics—opened some 
time back—has fallen far short of nor- 
mal. 

Men’s clothing manufacturers, antici- 
pating a substantial improvement in fall 
and winter clothing sales, appear to 
have overshot the mark in their earlier 
production schedules. The mild Fall un- 
doubtedly has been a factor in the 
comparatively slow retail clothing sales, 
but so too has been the general busi- 
ness hesitancy for which clothing manu- 
facturers failed to allow. 





For Profit & Income 
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able, that Eastman Kodak could 
repeat the 5% to 10% in stock 
dividends paid annually in recent 
years, on top of a $1.80 cash rate; 
or that Dow Chemical can con- 
tinue the 214% stock dividends, 
plus $1 in cash, paid in recent 
years. If you hold any issue in 
which there is a significant stock- 
dividend angle, it would be wise 
to do some figuring. 
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(Continued from page 211) 


Net sales of products, services, 
etc. (including defense contracts) 
during the fiscal year totalled $72,- 
808,313 compared with $61,908,- 
577 for the previous fiscal year. 

Although dollar sales of both 
standard office typewriters and 
electric typewriters were less than 
the preceding year, the decrease 
was more than offset by the in- 
crease in the sale of portable type- 
writers, Roytype supplies, type- 
writer rentals, typewriter repair 
service and defense materials. 

Shipments of defense materials 
during the fiscal year represented 
approximately 16% of the total 
business. 

Of the $72,808,313 received as 
net sales, $70,032,223 was used for 
employees’ compensation and ben- 
efits, materials, taxes and other 
operating expenses. Net earnings 
for the fiscal year, after provision 
for Federal income taxes, amount- 

ed to $2,776,090 compared with 


$3,108,704 for the prior year. 
From the net earnings for the 
1953 fiscal year, dividends of $2,- 
159,814 were paid to stockholders 
leaving $616,276 retained in the 
business. Dividends paid to pre- 
ferred stockholders amounted to 
$255,606, while the holders of com- 
mon shares received $1,904,208 
or $1.75 per share compared with 
$2.00 for the year 1952. 

Royal has paid dividends con- 
sistently since 1937 to the holders 
of preferred and common stock. 
During the fiscal year quarterly 
dividends on the common stock 
amounting to 50 cents per share 
were paid for the quarters ending 
October 31 and January 31. Divi- 
dends for the quarters ending 
April 30 and July 31 were paid at 
the rate of 3714 cents per share. 

Expenditures for improvements 
and additions to machinery, tools, 
dies, fixtures and equipment 
amounted to $1,041,336 in the fis- 
cal year. 

On July 22, 1953, the organiza- 
tion of a subsidiary, Royal Type- 
writers (Holland) N. V. was com- 
pleted and approved by the Neth- 
erlands Government. This wholly 
owned subsidiary located at Leid- 
en, Holland is now in operation. 

Current assets at July 31, 1953 
amounted to $24,739,589 and cur- 
rent liabilities were $8,411,959 
showing a current ratio of 2.9 to 1. 
Working capital was $16,327,630 
as compared with $16,369,722 at 
the end of the previous fiscal year. 

Although Royal Typewriter’s 
foreign subsidiaries are not con- 
solidated in this report, it is under- 
stood that a profit resulted from 
their aggregate operations. They 
are: The Visible Writing Machine 
Company Ltd., England; Compag- 
nie Francaise Des Machines a 
Ecrire Royal S.A. France; Royal 
Typewriter Company Ltd., Cana- 
da; and companies in Germany 
and Holland. 





Our Necessary Markets 
Abroad 
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that one hears is that the United 
States is not doing its share of 
importing. If the rate for the first 
eight months is maintained, our 
1952 imports will be record ones, 
not only in respect to value but 
principally in respect to volume. 
As a matter of fact, in quantity 
our imports are almost 50 per 
cent greater than before Korea. 
The claim that we are not doing 
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as much as we should, as the 
leading creditor nation of the 
Free World, can be refuted by 
the record. If one adds to our reg- 
ular commercial imports the $2.6 
billion a year that is being spent 
by the U. S. Government for 
goods and services for our over- 
seas troops and as our part in the 
NATO defense preparations, the 
total paid out annually to for- 
eigners is a very. substantial 
amount. 

Moreover our purchases of for- 
eign goods have been pretty well 
distributed over all categories of 
merchandise, as will be noted 
from the table below. Compared 
with a year ago, the value of our 
imports during the first half of 
1953 were smaller only in rubber, 
wool, and textile manufactures. 
However, in wool on the volume 
basis our imports were almost up 
to a year ago. Imports of textile 
manufactures include such prod- 
ucts as burlap which declined 
sharply in price. 

With our current emphasis on 
high volume of manufacture of 
civilian durable goods and mili- 
tary equipment, the increase in 
imports has been concentrated in 
the shipments of nonferrous 
metals and ferro-alloys, iron and 
steel products, and_ industrial 
chemicals. The high rate of non- 
ferrous metal imports is expected 
to fall off somewhat during the 
second half of this year, partly 
because of price declines and 
partly because of inventory accu- 
mulations. Coffee and sugar, in 
combination, added over $100 
million to the rise from the sec- 
ond half of 1952. This is money 
that, insofar as it is spent in the 
dollar area of Latin America, 
usually returns quickly to be spent 
for purchases of our goods. 

As for countries that contri- 
buted to our expanding imports, 
Latin America should be named 
first and Western Europe, sec- 
ond. Western European sales to 
the United States have more than 
doubled over pre-Korea. As a 
result, Western Europe’s trade 
deficit—excluding the so-called 
special category goods which are 
paid for through our military aid 
—was cut during the first half of 
1953 to $300 million as compared 
with about $1,000 million a year 
ago. Excluding military supplies, 
our trade with Great Britain, 
Belgium and the Netherlands is 
now nearly in balance. This is 
another development not gener- 
ally realized. It means that a real 
progress has been made toward 
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eliminating the dollar gap, and 
this together with a greater de- 
gree of internal monetary stabil- 
ity enhances the prospects for 
broader convertibility of cur- 
rencies. 


The Outlook Ahead 


Although the “free traders” 
seem to be in the majority 
in the Randall Committee, 
the “protectionists” are rep- 
resented by such “‘difficult-to- 
convince” members as Represen- 
tatives Reed and Simpson. Hence 
it is difficult to say what the Com- 
mission will produce when on 
March 6, 1954 it sends its report 
to the President and to Congress. 
We are inclined to believe that 
the American protectionist argu- 
ments would be greatly weakened 
if foreign countries—France, for 
example—make some move _ to- 
ward liberalizing their import 
restrictions and toward spending 
some of the dollars that they have 
been accumulating. South Africa, 
Pakistan and India have made 
some promising moves in that 
respect. 

By and large, however, we be- 
lieve that the formulating of our 
trade policies will depend upon 
the future trend of business here. 
If business stays good, there will 
be less pressure to put up tariff 
barriers. If foreign countries are 
able during the year ahead to 
maintain their sales to us around 
the current level of $11 billion, 
then, in view of all our other 
spending, it will be possible to 
maintain our commercial exports 
at a rate of $12 billion or better. 
This does not mean, however, that 
there will be no changes in their 
composition. Thus, for example, 
exports of capital goods, which 
were the primary factor in sus- 
taining our exports during this 
year, may be leveling off. On the 
other hand, exports of consumer 
goods—and some of our farm 
products—may pick up if foreign 
countries become more liberal in 
their spending. This would mean 
for textiles, pharmaceuticals, 
household equipment, chemicals, 
etc., a fairly good export year. 


Maps And Map-Makers 
By R. V. TOOLEY 
This is the most comprehensive book 
on maps yet published. Amateur col- 
lectors will find this book most useful; 
experts, librarians, artists and connois- 
seurs will hardly be able to dispense with 
it as a reference book, generously illus- 
trated. 
Crown Publishing 
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BEST VALUE IN YEARS! 


Get ready NOW for ’54—a year of 


great change. Today’s stock 
favorites may be tomorrow’s cast- 
offs. Be advised by experts—send 
for Babson’s 1954 Forecast. Worth 
many times its cost—may save 
you hundreds of dollars. Use it as 
your guide for better investing for 
54. Has valuable investment 
facts and business information 
including the following: 

© Outlook for Stock Market 

®@ 20 Stocks for APPRECIATION 
®@ 20 Stocks for INCOME 

® 20 Stocks to SELL NOW 

® 10 Low-priced Speculations 

® 10 Bank and Insurance Stocks 

© Forecast for 32 Industries 

® 10 Beneficiaries of Teeming 
"Kid" Crop 

Best Bond Buys Today 


With Forecast, you will get FREE 
a typical $20,000 Babson Invest- 
ment Portfolio 


SUPPLY LIMITED — ORDER NOW! 
AVAILABLE AT COST—ONLY $1 


To acquaint investors with 
Babson’s Reports, the country’s 
oldest Investment Advisory Serv- 
ice, we are Offering the 1954 
Forecast for $1—to cover cost of 
printing and mailing. Demand 
will be heavy—so play safe and 
mail $1 with this ad TODAY! 


If you reply to this 
ad NOW, we will in- 
clude without extra 
cost a timely Bulletin 
on:—“Civilian Defense 
Boom and Your 
Stocks” “Death of 
Excess Profits Tax and 
Your Stocks”, but you 
must act now. 


MAIL $1 WITH THIS AD— TODAY! 
Write Dept. M-112 


BABSON’S REPORTS 


Wellesley Hills 82, Mass. 

















&17> CROWN CORK & SEAL 
AS’ ~=COMPANY, INC. 


PREFERRED DIVIDEND 


The Board of Directors has this day 
declared the Regular Quarterly Dividend 
of fifty cents ($.50) per share on the $2.00 
Cumulative Preferred Stock of Crown 
Cork & Seal Company, Inc., payable 
December 15, 1953, to the stockholders of 
record at the close of business November 
17, 1953. 

The transfer books will not be closed. 


WALTER L. McMANUS, Secretary 
October 26, 1953. 
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Atlas Corporation 


33 Pine Street, New York 5,N.Y. 


Dividend No. 48 
on Common Stock 


A regular quarterly dividend of 40¢ 
has abl 


been declared, payable 
December 21, 1953 to holders of 
record at the close of business on 
November 30, 1953 on the Common 
Stock of Atlas Corporation. 
Warren A. Pererson, Treasurer 
November 5, 1953. 





























CONTINENTAL 
se CAN COMPANY, Inc. 


A regular quarterly dividend of ninety- 
three and three-quarter cents ($.93%4) 
per share on the $3.75 cumulative pre- 
ferred stock of this Company has been 
declared payable January 2, 1954, to 
stockholders of record at the close of 
business December 15, 1953. 


LOREN R. DODSON, Secretary. 


CONTINENTAL 
_ CAN COMPANY, Inc. 


A regular quarterly dividend of one dol- 
lar six and one-quarter cents ($1.06%4) 
per share on the $4.25 cumulative sec- 
ond preferred stock of this Company 
has been declared payable on January 
2, 1954, to stockholders of record at the 
close of business December 15, 1953. 


LOREN R. DODSON, Secretary. 




















To Trade Successfully 
You Must Study Trends 
This New November-December issue 
of 
GRAPHIC STOCKS 


Gives you over 


1001 CHARTS 


The most comprehensive book of 
Stock Charts ever published — shows 
® Monthly Highs and Lows 
e Annual Earnings 
© Annual Dividends 
© Latest Capitalizations 
© Stock Splits — Mergers — etc. 
e Monthly VOLUME of TRADING 


on virtually every active stock listed in 
the New York Stock Exchange and Ameri- 
can Stock Exchange for twelve years. 
(See charts on pages 198, 199, 200) 

Says a subscriber, an executive of one of 
the largest brokerage houses in New York, 
“I never buy or sell a stock without first 
checking its action in Graphic Stocks.” 


Included in this issue is a list of con- 


vertible preferred stocks showing current 
prices and convertible privileges. 


SEND YOUR ORDER TODAY 
FOR PROMPT DELIVERY 


SINGLE COPY (Spiral Bound)..$10.00 


ANNUAL SUBSCRIPTION 
SONOS Sonssisci irs chitcst 50.00 


F. W. STEPHENS 


15 William St., New York 5 
Tel.: HA 2-4848 
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Aviation Moves Into New 
Era of Dynamism 





(Continued from page 181) 


the market. They are not large 
enough nor economical enough to 
attract the major transport oper- 
ators. The real threat will come 
when the British start flying the 
longer-ranging types of greater 
payload—capable of carrying 60 
passengers across the Atlantic 
(that should be within the next 
two or three years). Then Ameri- 
can operators will be faced with 
jet competition on the Atlantic 
and on other overseas routes, and 
they will have to start thinking 
about equipment to match it. 
Some observers feel that the situ- 
ation will jell before Douglas and 
Lockheed are in the market. If so, 
Boeing alone will be in a competi- 
tive position with the British— 
and unless the Model 707 is suc- 
cessful and can lure production 
orders, the U. S. might well lose 
the supremacy in the transport 
field it has enjoyed for so long. 
The industry generally is in- 
clined to discredit this possibility, 
but the cold facts are not reassur- 
ing. One industry representative, 
asked the stock question when- 
ever jet transports are discussed, 
“When are we going to catch up 
with the British?”, summed it up 
succinctly by replying, “Not un- 
til we get those designs off the 
drawing board and into the air.” 
And there has been so far only 
one move in that direction. Air- 
plane “lead” time being what it 
is (lead time is the period between 
the start of construction to the 
first flight—usually more than two 
years), some feel that we can not 
wait much longer before making 
a definite move or it will be too 
late to get into the race. The 
situation may not yet be critical 
—but it is certainly dangerous. 
One other item must be men- 
tioned in discussing the future of 
the industry, and that is the 
guided missile. The guided missile 
has, in the past year, progressed 
from purely experimental status 
to the stage of limited production 
for a number of operational types. 
This year the three military ser- 
vices will spend more than $1 bil- 
Jion on missile test and produc- 
tion, and the program will accele- 
rate greatly in the next two years. 
The missile shows promise of 
taking up a lot of the slack caused 
by the budget cuts in aircraft pro- 


curement. And all of the major 
aircraft manufacturers are now 
developing missiles. Some already 
have large production contracts. 
Douglas is turning out in quantity 
an Army anti-aircraft missile 
called Nike (Nye-kee). The Glenn 
L. Martin Co. and Chance Vought 
Aircraft have large orders for 
pilotless bomber types (Martin 
the Air Force B-61 Matador and 
Chance Vought the Navy Regu- 
lus). Convair is producing a Navy 
anti-aircraft type called Terrier. 
Sperry Gyroscope Co. is building 
an air-to-air missile called Spar- 
row, and Hughes Aircraft another 
named Falcon. Boeing has a pilot- 
less interceptor named Bomare, 
not yet in large production but 
with a good chance of becoming a 
substantial piece of business. 
Northrop Aircraft has a surface- 
to-surface missile called Snark, 
which has shown up exceptionally 
well in early tests and may also 
end up as a production weapon. 

All of the major companies 
have either design or experimen- 
tal projects on new, advanced 
types of guided weapons. Within 
the next three or four years, as 
the services build up tactical mis- 
sile units (some are already or- 
ganized), missile production is 
expected to reach a dollar volume 
which will be about one-quarter 
of all airframe production. It is 
still too early to tell who are the 
leaders in this new field. But as 
some of the major companies built 
their reputations and their back- 
logs on a particular type of plane, 
1, e., Boeing and Convair in bom- 
bers, Lockheed and Douglas in 
transports, etc., so undoubtedly 
will some companies emerge as 
giants because of successful mis- 
sile construction. Aircraft pro- 
duction may be cut, but there can 
be no lessening on guided missile 
emphasis if America is to pre- 
serve its position in the arms 
race. 





Additional information on the 
earnings position of the leading 
aircraft manufacturers is sup- 
plied in the following: 

Boeing Airplane Co., has estab- 
lished new sales records in each 
of the last six years. Its 1952 
volume of $739 million more than 
doubled the previous year’s figure 
of $337 million. Net earnings for 
the capital stock—Boeing is with- 
out funded debt and has no pre- 
ferred—in 1952 were equal to 
$8.67 a share, compared to $6.60 
a share in 1951. Its production 
program, after a two-year build- 
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up, began swinging into full stride 
last year, enabling the company 
to expand production to a point 
where in the first nine months to 
Sept. 30, last, net sales and other 
income totaled $657.4 million, up 
by $128 million from the $529.4 
million total for the like period of 
1952, with earnings expanding 
from $6.26 a share last year to 
$8.36 a share for 1953 first nine 
months. On the basis of this latest 
showing, it is conservative to esti- 
mate that Boeing’s net for full 
1958, will be in excess of $11.00 
a share. 

At the beginning of the year, 
its backlog, principally military 
orders, totaled $1,648 million, ex- 
clusive of letter contracts. At the 
close of last year current assets 
amounted to $164 million, includ- 
ing $25 million cash and U. S. 
Treasury bills, and exceeded cur- 
rent liabilities by $54 million. 
Although Boeing has paid divi- 
dends in each of the last 12 years, 
it has never proclaimed a regular 
rate of payment. Since 1950, cash 
distributions have amounted to 
$3 a share annually, with pay- 
ments last year consisting of $1 
a share, before the 50% stock 
dividend, followed by $2 a share 
paid toward the close of 1952. 
Total distributions for 1953 
amount to $3.50 a share, $1.00 of 
which was paid last March, with 
$2.50 payable November 28, next, 
to stock of record November 12. 

Consolidated Vultee Aircraft 
Corp., for its fiscal year ended 
Nov. 30, 1952, showed operating 
income equal to $3.49 a share on 
the capital stock. This is before 
adding $2,131,146 extraordinary 
income derived from a tax refund 
for prior years, profit on sale of 
office building, and profit on sale 
of securities, the equivalent of 90 
cents a share, increasing net in- 
come to $10.4 million, or $4.39 a 
share, as compared to $3.27 a 
share in the previous year. On 
the basis of sales and earnings for 
the six months to May 31, 1953, 
it would appear that Convair was 
in line to show the highest oper- 
ating income for any 12 months 
since the war year of 1944. 

For the 1952-53 first half, sales 
at $194.2 million were up by $10.4 
million over the first half of the 
preceding year, with operating in- 
come of $3.5 million, or approx- 
imately $1.50 a share, compared 
with a little more than $3 million, 
or $1.30 a share, before crediting 
$918,419 tax refund of a prior 
year, in the six months to May 31, 

(Please turn to page 226) 
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Common and Preferred DIVIDEND NOTICE 
October’ 30, 1953 


The Board of Directors of the Company has declared the 
following regular quarterly dividends, all payable on 
Dec. 1, 1953, to stockholders of record at the close of 


business Nov. 6, 1953: 


Security 





Amount 
per Share 


Preferred Stock, 5.50°% First Preferred Series. $1.37 
Preferred Stock, 4.75°% Convertible Series... . $1.18% 
Preferred Stock, 4.50°% Convertible Series... . $1.12'4 


Common Stock...........- 


TEXAS EASTERN 
SHREVEPORT 


Goren tates $0.25 


“— 


LOUISIANA 

















PHELPS DODGE 
CORPORATION 


The Board of Directors has 
declared a fourth-quarter divi- 
dend of Sixty-five Cents (65¢) 
per share, payable December 
10, 1953 to stockholders of rec- 
ord November 19, 1953; also 
a year-end extra dividend of 
Forty Cents (40¢) per share pay- 
able January 7, 1954 to stock- 
holders of record December 17, 
1953. 

This makes total dividends de- 
clared in 1953 of Three Dollars 
($3.00) per $12.50 par value 
share. 

M. W. URQUHART, 





























Treasurer. 
November 5, 1953 
llied 
hemical 




















The following dividends have 
been declared on the Common 
Stock of Allied Chemical & 
Dye Corporation: 


Quarterly dividend No. 131 of 
Sixty Cents ($.60) per share. 
Special dividend of Sixty 
Cents ($.60) per share. 
Both dividends are payable 
December 10, 1953, to stock- 
holders of record at the close 
of business November 13,1953. 
W. C. KING, Secretary 


October 27, 1953. 

















Common and 
Preferred Stock Dividends 


The Board of Directors of Safe- 
way Stores, Incorporated,on 
October 20, 1953, declared the 
following quarterly dividends: 
60¢ per share on the $5.00 
i par value Common Stock. 
$1.00 per share on the 4% 
Preferred Stock. 
$1.1214 per share on the 
: 414,% Convertible Pre- 
ferred Stock. 
Common Stock dividends are 
payable Dec. 16, 1953 to stock- 
i holders of record Dec. 3, 1953. 
H Dividends on the 4% Preferred 
t Stock and 442% Convertible 
f Preferred Stock are payable 
January 1,1954tostockholders 
of record Dec. 3, 1953. 


ecapeengueosanaamasmsetancercecmmmccanereccemenrencreerssenes 


MILTON L. SELBY, Secretary 
October 20, 1953 
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Union CARBIDE 


AND CARBON CORPORATION 


New York, October 29, 1953—the 
Board of Directors of Union Carbide 
and Carbon Corporation has today 
declared a quarterly dividend of 50¢ 
per share and a SPECIAL DIVI- 
DEND of 50¢ per share, total $1.00 
per share, on the outstanding capital 
stock of the Corporation, payable 
December 1, 1953 to stockholders of 
record November 9, 1953. The last 
dividend was 50¢ per share paid 
September 1, 1953. q 
Payment of this dividend on 

December Ist will make a total of 
$2.50 per share paid in 1953, the 
same. amount as was paid during 
1950, 1951, and 1952. 

KENNETH H. HANNAN 

Sectetary and Treasurer 
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PREFERRED DIVIDEND 
COMMON DIVIDEND 


A quarterly dividend of $1.75 per share 
on the Preferred Stock has been declared, 
payable December 1, 1953 to stock- 
holders of record at the close of business 
on November 20, 1953. 

A dividend of 25 cents per share and a 
special dividend of 25 cents per share on 
the Common Stock have been declared, 
payable December 15, 1953 to stock- 
holders of record at the close of business 
on November 20, 1953. 


AMERICAN RADIATOR & STANDARD 
SANITARY CORPORATION 


JOHN E. KING 
Vice President and Treasurer 








PLYMOUTH ler DE SOTO 
DODGE Ljorall CHRYSLER 


YOU GET THE GOOD THINGS FIRST FROM CHRYSLER CORPORATION 

















DIVIDEND ON 
COMMON STOCK 


The Directors of Chrysler Corporation 
have declared a dividend of one 
dollar and fifty cents ($1.50) per 
share on the outstanding common 
stock, payable December 11, 1953 
to stockholders of record at the close 
of business November 17, 1953. 


B. E. HUTCHINSON 
Chairman, Finance Committee 
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(Continued from page 225) 
1952. However, it is pointed out 
by the company that while 1953 
income is likely to show a sub- 
stantial improvement over 1952, 
the increase will be offset by EPT 
taking a major portion of the 
gain. In view of this likelihood, 
1953 per share earnings will prob- 
ably be comparable with last 
year’s results. 

Convair has no funded debt or 
preferred stock, its sole capitali- 





zation being 2,376,927 shares of 
common stock. Dividends inaugu- 
rated in 1943, lapsed in 1948 and 
1949, and resumed in the follow- 
ing year at an annual rate of $l a 
share. Since then, the rate has 
been increased in each subsequent 
vear to $1.75 a share in 1952, and 
to $1.80 a share this year. The 
company, as of May 31, last, had 
net working capital of $33.2 mil- 
lion. On the same date unfilled 
orders, together with those being 
negotiated, totaled in excess of 
$1,000 million. 

Douglas Aircraft Co., Inc., one 
of the most successful of all the 
aircraft builders, for the six 
months to May 31, this year, on 
record net sales of $458.7 million, 
compared with $522.6 million for 
the full 1952 year, reported net 
income of slightly more than $10 
million. This was equal to $8.36 
a share on the 1,200,000 shares of 
stock, the sole capital obligation, 
the company having no funded 
debt or preferred stock, and com- 
pares with $8.99 a share and $5.76 
a share earned in the 12 months 
of the fiscal years ended Nov. 30, 
1952 and 1951 respectively. It is 
believed likely that Douglas will 
not duplicate first six months’ net 
in the second half-year because of 
completion of contracts on some 
military contracts and the neces- 
sity to tool up in preparation for 
the production of other types of 
aircraft contracted for by the 
Defense Department. Conserva- 
tively estimating, Douglas will 
probably show net earnings for 
the fiscal year ending Nov. 30, 
1953, of approximately $14 a 
share, after setting aside some- 
thing like $8 a share for EPT. As 
of May 31, last, company’s order 
backlog totaled $1,926 million. 

Douglas has now paid dividends 
in generous amounts in each of 
the last 16 years. Cash distribu- 
tions in 1952 amounted to $3.75 
a share and has surpassed this 
payout during the current year by 
paying $3.50 in regular quarterly 
dividends, plus two extras of 
$1.50 each, making a total dis- 
bursement for the current year of 
$6.50 a share. The company’s fi- 
nancial position is strong, with 
net working at the end of the first 
half-year amounting to $57.7 
million. 

Lockheed Aircraft Corp., under 
the impetus of demand for mili- 
tary planes and commercial trans- 
ports, especially its Super Con- 
stellations in the latter category, 
should create new high records in 
net sales and net earnings for the 


current year, ending next Decem- 
ber 31. In the first six months, 
sales volume of $389 million more 
than doubled that for the first half 
of last year, and net income in- 
creased from $2.6 million to 1953 
first half’s record $9 million, or 
from $1.04 a share, after adjust- 
ment for the 10% stock dividend 
paid in January, 1953, to $3.60 a 
share. Net earnings for full 1952 
were equal to $3.25 a share after 
adjustment for the 1953 stock 
dividend. 

Lockheed continues to work on 
a substantial order backlog that 
at the close of last June amounted 
to $1,687 million. With production 
holding at peak levels through the 
final 1953 six months, net for this 
year should be at the highest level 
in the company’s history, and pro- 
duce close to $7.50 a share for the 
capital stock. Lockheed has no 
other capital obligation. Allowing 
for a lapse throughout 1947, divi- 
dends have been paid on these 
shares in every year since 1939, 
the rate being increased from 
$1.20 a share distributed in 1952, 
to $1.50 a share this year on a 
regular quarterly basis of 3714 
cents a share. Lockheed has 
strong finances. Cash at the close 
of June, this year, stood at $43 
million, and net working capital 
was slightly more than $40 mil- 
lion. 

North American Aviation, Inc., 
which at the end of the first 1953 
half-year had $1,130 million of 
unfilled orders on its books, exclu- 
sive of new orders not then finally 
committed, is estimated to have 
closed its fiscal year ended Sept. 
30, last, with sales and other in- 
come at the highest level of any 
year since 1944, a war year. Net 
income was estimated at slightly 
more than $3 a share, compared 
to $2.28 in the preceding year, 
and $1.87 a share in the 1949-50 
fiscal 12 months. Actual net in- 
come for the 9 months to June 30, 
1958, was $7,990,000, or better 
than $2.7 million more than in 
the corresponding period of 1951- 
52, notwithstanding provision for 
Federal income and excess profits 
taxes amounted to $16.1 million 
in the first 1953 nine months, or 
almost $10 million more than the 
company paid in the like period 
a year ago. Although North Amer- 
ican Aviation has paid dividends 
in every year, except 1947, since 
an initial distribution of 1214 
cents a share late in 1937, it has 
no established dividend rate at 
the present time. Annual distribu- 

(Please turn to page 228) 
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Profit By Our New Recommendations As 


Highly Promising Issues Reach Bargain Prices 


Tee FORECAST offers you 
alert and expert advice which 
can keep your securities in line 
with the march of events in the 
closing weeks of this year and 
throughout 1954... the de- 
velopment of new markets . 

new improved products . . . tech- 
nical advances that may trans- 
form industries and companies. 


Today some unusually promis- 
ing situations are reaching under- 
valued levels—oversold by timid investors. Selected 
issues with prospects for increasing earnings in 1954— 
paying liberal dividends—with impressive finances are 
nearing their individual buying points. While the pub- 
lic still hesitates, informed investors can capitalize on 
outstanding opportunities for income and profit—for 
fortune building—as they emerge. 
Our carefully timed, buying advices will include me- 
dium and low-priced stocks, which should be among 
coming market leaders . . . to round out our three 
diversified investment programs: 
PROGRAM ONE ... Stressing Security of Prin- 
cipal — Assured Income of 514 to 8% — 
With Appreciation. 
PROGRAM TWO... Dynamic Securities for 
Capital Building with Higher Dividend 
Potentials. 


PROGRAM THREE .. . Low-Priced Stocks for 
Large Percentage Growth — Where a 
> t=) 
maximum number of shares may be 
purchased with limited capital. 





A FULLY ROUNDED 
INVESTMENT SERVICE 
You will find that THE FORE- 
CAST tells you now not only 
WHAT and WHEN to buy—and 
WHEN to take profits . .. but it 
also keeps you informed of what 
is going on in the companies 
whose shares are recommended 
in our Bulletins. Each security 
you buy on this advice is con- 
tinuously supervised so you are never left in doubt 

as to your position. 

You will receive our weekly Bulletins keeping you a 

step ahead of the crowd in relation to the securities 

markets, the action of the various stock groups, the 

outlook for business, under new government policies 
. as well as interpretation of the Dow Theory and 

our famous Supply — Demand Barometer. 


STRENGTHEN YOUR ACCOUNT — 
BE SURE TO GET OUR NEW ADVICES 


Enroll now and buy our coming recommendations 
before they score sharp advances. 


Send a list of your present holdings. twelve at a time, 
so we can analyze them promptly for you...telling you 
what should be retained and which you should sell. 
Using the funds released through sale of weaker issues. 
plus your cash reserves — you can purchase the 
highly promising coming opportunities as we point 
them out to you. 


The coupon below entitles you to an added month of 


service if you ENROLL NOW. 
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Aviation Moves Into a 
New Era of Dynamism 





(Continued from page 226) 


tions during the four years to 
1952 amounted to $1.25 a share, 
last year’s payments consisting of 
a mid-year dividend of 50 cents, 
and a year-end distribution of 75 
cents. The 1953 mid-year payment 
amounted to 75 cents, and it is ex- 
pected that this or a slightly 
higher payment will be made 
next December. There is no fund- 
ed debt or preferred stock and 
the company is in a good financial 
position. As of Sept. 30, 1952, it 
had cash of $12.1 million, and net 
working capital stood at $38.4 
million. 

United Aircraft Corp., on the 
basis of its showing for the first 
six months of the current year, 
should establish new record highs 
in both sales and net earnings for 
1953. In the first half, shipments 
totaling $408.5 million, together 
with income in the form of inter- 
est, discounts on purchases, etc., 
of $584,723, produced net income, 
after preferred dividends, of $12.3 
million, equal to $3.66 a share for 
the common. Net income in the 
same period of 1952 amounted to 
$8.6 million, or $2.49 a share, 
with final half-year results bring- 
ing the full 1952 calendar year 
earnings up to $5.18 a share, com- 
pared to $4.06 a share earned in 
1951. For the final half of this 
year. 

The company paid $2 a share 
last year, and after distributing 
50 cents a share in the first quar- 
ter of 1953, increased quarterly 
distributions to 75 cents, continu- 
ing an unbroken dividend record 
that now extends over 18 years. 
United has a sizable backlog of 
orders, the total at the end of last 
June being $1,600 million, up by 
$340 million from June, 1952. 





How Government's Money 
Policy Strives to Balance 
Inflation-Deflation 
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account that the integrity of the 
dollar will be maintained. 

While government credit poli- 
cies are extremely important in in- 
fluencing trends in money rates, 
the current underlying business 
trend is basic in estimating the 
direction of the money market, es- 


pecially over the shorter-term. On 
this score, it is already evident 
that the seasonal expansion in 
bank loans to business which takes 
place between mid-July and mid- 
October slackened considerably. In 
this three-month period of 1953, 
the rise was only $500 million as 
compared with $1.5 billion the 
year previous. This would indicate 
slowing in business which, if car- 
ried over into the final weeks of 
this year and early next year, 
would probably cause some fur- 
ther ease in the demand for loans 
in the period directly ahead. This 
should help the current relative 
ease in money rates to continue 
during that period. 

The outlook, however, is com- 
plicated by two factors. One is 
that heavy corporate income-tax 
obligations during the first six 
months of 1954, for which these 
concerns have been preparing by 
accumulations of extreme short- 
term notes, will have the effect of 
slowing down the rate of easement 
in money rates. The second is that, 
in order to provide as large cash 
balances as possible for the pur- 
pose of avoiding financing that 
would cause piercing of the na- 
tional debt ceiling, the Treasury 
has been restricting advances to 
manufacturers of defense goods. 
Sooner or later, these concerns 
will be compelled to go to the 
banks to meet the bills accumulat- 
ing as a result of the government 
slow-down in payment. 

Despite these negative factors, 
it is probable that the large accru- 
als of federal receipts during 
January-June 1954, aided by con- 
tinued flexibility in Reserve Board 
credit policies, will tend to support 
government financial operations 
and to make a very large volume 
of credit available for business 
and investment. On this basis, a 
period of continued stability in the 
money market is to be expected. 
This would be reflected in bonds, 
the better-grade preferred stocks 
and such classifications as bank, 
public utility and insurance stocks 
which are normally influenced by 
money market trends. 

From the businessman’s point of 
view, the improvement in credit 
conditions in the past three 
months gives him a substantial 
base on which to calculate credit 
requirements in the period ahead. 
Since most businessmen, aside 
from the large corporations, are 
concerned mainly with short-term 
loans from banks it is important 
for them to be able to count on 
securing these credits when need- 
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ed. On this score, it would appear 
that they need have little anxiety 
due, in part, to the stimulating ef- 
fects of the change in Treasury 
and Reserve Board policy, as pre- 
viously described, and, in part, to 
the effects of the progressing re- 
adjustment in business which in 
itself will tend to diminish any 
pressure on the money market that 
might develop. 

From the above, it is indicated 
that the government is already 
having a larger degree of success 
in stabilizing the economy in the 
light of current recessionary ten- 
dencies than is generally realized 
and that, in any event, it is pre- 
pared to move with vigor should, 
against all expectations, a genu- 
inely deflationary trend threaten 
to make its appearance. 





As | See It! 
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a totalitarian state. 

America wishes its workers 
well. It wants them to have the 
highest wages possible. But it 
wants them to think and act as 
part of the whole nation, and not 
as a single segment shut off from 
the rest. The unions, and particu- 
larly their leaders, should remem- 
ber this. We, therefore, urge them 
in their own interests as well as 
the nation’s to act in moderation. 





The Trend of Events 
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miners’ and the oil producers’. 

As actual human beings in dis- 
tress, our own neighbors must al- 
ways appeal to us more than the 
natives of some far-off land. When 
we prepare to answer their cries 
of distress, however, we find it 
hard to throw a lifeline without 
jerking some other neighbor over- 
board. 


THE ANGRY ANGEL 
By LAJOS ZILAHY 


The readers of Lajos Zilahy’s The 
Dukays will remember it as utterly un- 
like any other work of fiction of recent 
years. The Angry Angel is another such 
book. Reading it will be an especially 
rich and rewarding experience for 
those who will meet for the first time 
the magnificence, the wit, the excite- 
ment, the insight and the pure enter- 
tainment of the famous Zilahy style. 

The pages of The Angry Angel teem 
with fascinating people—people human 
enough to win our sympathy and under- 
standing, and colorful and unusua 
enough to make this book superbly ab- 
sorbing reading. 

Prentice-Hall 8.95 





